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BOOK  III. 

OF  THE  REVENUES  OF  GOVERNMENT. 


INTRODUCTION, 


In  early  periods  of  society,  the  few  public  mea- 
sures which  are  requisite,  are  both  resolved  upon 
and  carried  into  execution,  by  all  the  members  of 
the  state.  If  an  enemy  is  to  be  repelled,  if  a  crime 
is  to  be  punished,  or  subsistence  is  to  be  procured 
by  the  chace,  all  who  expect  benefit  from  the 
general  exertion  are  willing  to  contribute  their 
assistance.  Public  measures,  interfering  in  no 
respect  with  private  schemes  of  ambition  or  plea- 

VOL.  III.  A 


I  OF  THE  REVENUES 

sure,  occasion  no  loss  to  individuals.  On  the  con- 
trary, as  they  relieve  the  irksome  languor  of  a  life 
spent  in  idleness,  furnish  to  some  an  opportunity 
of  acquiring  admiration  or  power,  and  procure  to 
all  the  pleasures  attendant  on  vigorous  exertion ; 
public  duties,  so  far  from  being  considered  as 
hardships  requiring  compensation,  are  performed 
with  alacrity  and  delight.  In  such  circumstan- 
ces, taxes,  or  compulsory  requisitions  of  labour, 
or  of  property  for  the  purpose  of  hiring  labour, 
being  unnecessary,  are  entirely  unknown. 

But  when  property  is  increased,  and  the  divi- 
sion of  labour  being  established,  each  moment 
is  employed  by  every  citizen  in  following  out 
his  own  schemes,  public  services  necessarily  in- 
terfere with  private  gratification  or  emolument, 
and  it  therefore  becomes  just  that  those,  who  de- 
dicate their  time  and  labour  to  the  good  of  the 
state,  should  be  indemnified  by  a  contribution 
from  the  rest  of  the  citizens.  Without  such  an 
indemnification,  few  could  be  prevailed  upon  to 
withdraw  their  attention  from  their  private  affairs ; 
and  it  would  be  unjust  to  lay  the  whole  bur- 
den of  public  measures  on  those  whose  genero- 
sity led  them  to  devote  themselves  to  objects,  in 
which  they  have  no  greater  interest  than  others. 

The  public  service  being  no  longer  voluntary 
and  gratuitous,  the  most  natural  and  obvious 
mode  of  executing  what  is  for  the  general  good, 
is  to  divide  the  labour  among  the  citizens,  in 
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proportion  to  the  advantages  which  they  respec- 
tively derive  from  the  joint  measures.  But  ac- 
cording as  the  distinction  of  employments  pre- 
vails, it  becomes  more  difficult,  as  well  as  more 
disagreeable,  for  a  man  to  turn  his  attention  to 
any  unusual  occupation  ;  and  it  is  at  last  disco- 
vered to  be  more  advantageous,  to  employ  per- 
sons skilled  in  the  particular  business  to  be  done, 
paying  them  for  their  trouble,  by  a  contribution 
levied  from  the  other  members  of  the  communi- 
ty. This  contribution  forms  what  is  called  the 
revenue  of  the  state.  * 

In  considering  the  manner  in  which  this  re- 
venue may  be  drawn  from  the  people,  we  may 
either  establish  general  principles,  according  to 
which  the  justice  and  expediency  of  all  taxes 
may  be  ascertained ;  or  we  may  examine  each 
branch  of  revenue  by  itself,  pointing  out  its  pe* 
culiar  advantages  and  defects. 

The  former  of  these  modes  of  investigation 
might  perhaps  be  more  analogous  to  that  adopt- 
ed in  the  preceding  Disquisitions,  in  which  the 
practice  of  particular  governments  has  seldom 
been  referred  to,  except  as  illustrative  of  gene- 
ral principles.     But  in  the  science  of  taxation, 

*  So  little  of  the  public  revenue,  in  the  more  advanced 
state  of  society,  is  derived  from  other  sources  than  the  conr 
tribution  of  the  inhabitants,  that  the  exceptions  formed  by  the 
possession  of  crown-lands,  by  the  finding  of  treasure,  #c, 
scarcely  deserve  attentions 
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the  difficulty  is  not  to  ascertain  the  leading  views? 
that  ought  to  influence  the.  legislature,  so  much 
as  to  analyse  the  real,  which  are  often  extreme- 
ly different  from  the  apparent,  effects  of  the  seve- 
ral branches  of  the  public  revenue,  and  to  show 
in  what  manner  they  respectively  affect  the 
wealth  of  the  various  classes  of  the  inhabitants. 

It  is  proposed,  therefore,  to  arrange  the  taxes 
invented  by  the  ingenuity  of  financiers,  and  to 
examine  the  relative  advantages  and  disadvanta- 
ges of  each  separate  class.  In  prosecuting  this 
enquiry,  our  attention  will  be  directed  chiefly 
to  the  revenue  of  Britain,  both  because  the  su- 
perior publicity  of  the  proceedings  in  parliament 
enables  us  to  obtain  more  accurate  information 
of  the  financial  system,  and  because  that  system, 
having  been  more  an  object  of  general  attention, 
approaches  more  nearly,  than  perhaps  in  any 
other  country,  to  the  principles  of  justice  and 
expediency. 

Before  entering  upon  a  similar  examination, 
Dr  Smith  has  thought  it  necessary  to  premise 
four  maxims  of  acknowledged  truth  with  regard 
to  taxes  in  general.* 

,  "  I.  The  subjects  of  every  state  ought  to  con- 
u  tribute  towards  the  support  of  the  govern- 
"  ment,  as  nearly  as  possible  in  proportion  to 
<c  their  respective  abilities ;  that  is,  in  proportion 

to  the  revenue  which  they  respectively  enjoy 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II. 
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*  under  the  protection  of  the  state."  The  enqui* 
ries  in  which  we  have  been  engaged  seem  to  have 
suggested  an  important  modification  of  this 
maxim,  by  proving,  that,  according  to  justice  as 
well  as  expediency,  the  proportion,  which  the 
taxes  bear  to  the  property  of  each  contributory 
ought  to  increase  progressively  according  to  his 
wealth.* 

"  II.  The  tax  which  each  individual  is  bound 
u  to  pay,  ought  to  be  certain  and  not  arbitrary.'* 

"  III.  Every  tax  ought  to  be  levied  at  the 
"  time,  or  in  the  manner  in  wjiich  it  is  likely  to 
{!  be  most  convenient  for  the  contributor  to  pay 
"it." 

"  IV.  Every  tax  ought  to  be  so  contrived  as 
f«  both  to  take  out  and  to  keep  out  of  the  pockets; 
"  of  the  people  as  little  as  possible,  over  and 
"  above  what  it  brings  into  the  public  treasury 
"  of  the  state.  A  tax,"  continues  Dr  Smith, 
"  may  either  take  out  or  keep  out  of  the  pockets 
"  of  the  people  a  great  deal  more  than  it  brings 
"  into  the  public  treasury,  in  the  four  following 
V  ways.  First,  the  levying  of  it  may  require  a 
"  great  number  of  officers,  whose  salaries  may  eat 
"  up  the  greater  part  of  the  produce  of  the  tax, 
"  and  whose  perquisites  may  impose  another  ad- 
"  ditional  tax  upon  the  people.  Secondly,  it 
"  may  obstruct  the  industry  of  the  people,  and 

*  Book  II.  Chap.  V.  Sec.  IV. 
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"  discourage  them  from  applying  to  certain 
"  branches  of  business  which  might  give  main- 
*  tenance  and  employment  to  great  multitudes. 
"  Thirdly,  by  the  forfeitures  and  other  penalties 
"  which  those  unfortunate  individuals  incur  who 
"  attempt  unsuccessfully  to  evade  the  tax,  it 
*'  may  frequently  ruin  them,  and  thereby  put  an 
"  end  to  the  benefit  which  the  community  might 
"  have  received  from  the  employment  of  their 
"capitals.  Fourthly,  by  subjecting  the  people 
"  to  the  frequent  visits,  and  odious  examination, 
"  of  tax-gatherers,  it  may  expose  them  to  much 
"  unnecessary  trouble,  vexation,  and  oppression, 
"  and  though  vexation  is  not,  strictly  speaking, 
"  expense,  it  is  certainly  equivalent  to  the  ex- 
€C  pense  at  which  every  man  would  be  willing  ti> 
"  redeem  himself  from  it." 

To  those  maxims  of  Dr  Smith,  it  may  be  pro- 
per to  add,  as  we  shall  often  find  occasion  to  re- 
fer to  it,  that  taxes  ought  to  be  so  levied,  that 
they  will  be  paid  by  most  of  the  contributors, 
not  from  their  capital,  but  from  what  they  would 
otherwise  have  expended.  This  maxim  being 
less  obvious  than  the  others,  may  require  some 
illustration. 

When  a  man  is  taxed  in  such  a  manner  that 
he  naturally  saves  the  amount  of  the  tax  from  his 
ordinary  expenditure,  the  enjoyments  which  he 
relinquishes  are  the  exact  measure  of  his  contri- 
bution*    He  is  deprived  of  part  of  his  usual  gra~ 
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*tifieations,  and  the  sum  which  he  thus  saves  is 
expended  by  government ;  but  the  tax  occasions 
no  loss  to  the  citizens  beyond  the  immediate  pri- 
vation. 

Lt  is  otherwise  with  taxes  which  diminish  ca- 
pital, and,  by  preventing  future  production,  dry 
up  the  sources  of  future  enjoyment.  Such  taxes 
deprive  individuals,  not  merely  of  gratifications 
equivalent  to  the  public  contribution,  but  also  of 
all  the  profits,  which,  in  a  course  of  years,  would 
have  been  drawn  from  the  employment  of  the 
stock.  They  do  even  more  than  this ;  for  as  the 
proprietor  might  probably  have  added  part  of 
those  profits  annually  to  his  stock,  they  also  pre- 
vent him  from  acquiring  that  additional  income 
.which  his  accumulated  capital  would  have  pro- 
duced. In  some  cases,  too,  the  reduction  of  his 
circulating  capital,  as  was  formerly  explained, 
may  render  some  part  of  his  fixed  capital  unpro- 
ductive. * 

Taxes  affecting  capital  are  consequently  more 
oppressive  than  taxes,  to  an  equal  amount,  that 
are  paid  from  expenditure.  In  the  language  of 
Dr  Smith,  they  keep  out  of  the  pockets  of  the 
people  a  great  deal  more  than  they  bring  into 
the  public  treasury  of  the  state.  They  also  are 
incapable  of  being  justly  apportioned  among  the 
several  contributors.  To  those  who  are  engaged 

*  Book  II.  Chap,  IV.  Sec.  II. 
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in  very  profitable  trade,  or  whose  circulating  ca- 
pital is  barely  sufficient  for  the  full  employment 
of  the  machinery  they  have  erected  or  the  lands 
they  have  rented,  a  tax  on  capital  is  a  much 
heavier  imposition  than  to  capitalists,  who  draw 
only  five  per  cent,  interest  from  their  wealth. 
Before  the  real  privation  to  each  contributor,  oc- 
casioned by  a  tax  of  this  nature,  can  be  estima- 
ted, we  must  take  into  account  his  prudence,  his 
experience,  his  existing  establishments,  and  his 
frugality.  In  apportioning  taxes  affecting  expen- 
diture, none  of  those  difficulties  occur.  Making 
allowance  for  the  differences  already  pointed  out 
between  the  richer  and  poorer  classes  of  inhabit- 
ants, the  privation  of  a  certain  proportion  of  their 
enjoyments  may  be  considered  as  affecting,  in 
an  equal  degree,  all  the  citizens  of  the  state. 

If  we  direct  our  attention  to  the  power  and 
resources  of  .government,.' we  shall  be  still  more 
sensible  of  the  destructive  consequences  of  tax- 
es affecting  capital. 

As  long  as  the  funds  required  by  the  public 
are  drawn  from  what  would  otherwise  have  been 
consumed  by  the  proprietors,  the  progress  of  na- 
tional wealth  is  in  no  respect  impeded.  The  ca- 
pital continues  to  yield  its  annual  increase,  and 
that  increase  to  be  vested  in  new  agricultural, 
manufacturing,  or  commercial  speculations,  as 
if  no  taxes  whatever  were  levied.  Part  of  the 
general  income  of  the  people  is  consumed  in  a 
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snanner  somewhat  different  from  what  would 
have  taken  place  if  it  had  remained  in  the  hands 
of  its  proprietors,  and  probably  in  a  manner  less 
productive  of  happiness ;  but  the  resources  of 
the  nation,  consisting  in  the  ability  to  continue, 
or  even  increase,  the  public  expenditure,  suffer 
no  diminution.  The  aggregate  consumption  not 
having  been  increased,  the  aggregate  wealth  is 
not  impaired.  As  many  inhabitants  may  be 
maintained,  as  much  labour  employed,  as  much 
machinery  erected,  as  before  the  tax  was  impo- 
sed ;  and  all  the  Sources  of  the  income  of  indi- 
viduals being  left  entire,  an  equal  revenue  may 
-again  be  drawn  from  the  people,  and  applied  to 
the  service  of  the  state. 

On  the  other  hand,  if,  by  the  operation  of  a 
lax,  the  capital  of  the  nation  be  diminished,  the 
defalcation  of  the  funds  formerly  destined  t6 
-agriculture,  manufactures,  and  trade,  must  be 
followed  by  a  proportional  reduction  of  the  an- 
nual produce  of  the  land  and  labour.  Such  taxes 
turn  part  of  the  national  wealth  from  capital  to 
■immediate  expenditure,  from  productive  em. 
ployment  to  unproductive  consumption ;  and 
thus  undermining  the  foundations  of  prosper^ 
ty,  render  it  more  difficult  to  raise  future  sup- 
plies. While  the  public  expenses  are  drawn 
from  what  individuals  would  otherwise  have  con- 
sumed, no  limitation,  except  the  refusal  of  the 
people  to  submit  to  further  privations,  can  be 
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assigned  to  the  exertions  of  the  state  ;  but  when 
capital  is  affected,  the  financial  system  leads  ra> 
pidly  to  private  poverty  and  public  weakness^ 
A  nation  laying  heavy  taxes  on  expenditure, 
may  be  compared  to  a  vain  man,  who  lives  spa- 
ringly at  home  that  he  may  make  a  splendid 
figure  abroad  :  a  nation  laying  taxes  on  capital, 
to  the  prodigal,  who,  spending  annually  more 
than  his  income,  is  soon  involved  in  ruin.  The 
former  may  continue  his  mode  of  living  from 
year  to  year,  and  at  his  death  leave  an  unimpair- 
ed property  to  his  children  :  the  latter  becomes 
daily  more  embarrassed  in  his  affairs,  and  sinks 
with  accelerated  rapidity  into  difficulties,  pover- 
ty, and  want. 

It  is  true,  that,  when  the  public  burdens  are 
very  rapidly  increased,  many  will  at  first  neglect 
to  make  the  proper  reduction  of  their  expenses, 
and  the  annual  accumulation  of  stock,  in  what- 
ever mode  the  revenue  may  be  raised,  will  be  re- 
tarded or  perhaps  counteracted.  This,  however, 
is  only  a  temporary  evil,  if  the  system  of  taxa- 
tion be  sound.  Experience  soon  evinces  the  ne* 
cessity  of  retrenchment,  in  order  to  accumulate 
that  degree  of  wealth  which  each  person  thinks 
necessary  to  his  independence,  his  comfort,  his 
respectability,  or  the  establishment  of  his  child- 
ren ;  and  this  retrenchment,  wThile  his  annual  in^ 
come  is  undiminished,  he  cannot  find  it  very  dif- 
ficult or  painful  to  accomplish.    But  we  shall  af« 
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>ferwards  prove  that  some  taxes  affecting  capital 
hold  out  no  inducement  whatever  to  individual 
parsimony,  and  it  is  obvious  that  all  of  them 
render  retrenchments  doubly  painful,  by  redu* 
cing  the  income  from  which  the  ordinary  expen- 
diture of  the  family,  as  well  as  the  sum  required 
to  replace  the  defalcation  of  capital,  must  be 
drawn  ;  and  thus  rendering  much  more  rigid  par- 
simony necessary  to  him,  who  is  desirous  of  again 
making  up  the  stock,  of  which  he  had  been  de- 
prived by  the  tax. 


Taxes  may  be  divided  into  two  great  classes, 
those  which  are  levied  on  persons,  and  those 
which  are  levied  on  property.  Except,  how- 
ever, in  very  rude  states  of  society,  when  labour, 
not  money,  is  required  by  the  state,  taxes  affect- 
ing persons,  without  any  regard  to  their  proper- 
ty, are  almost  unknown.  That  the  rich  and  the 
poor  should  contribute  equally  would  shock  the 
common  sense  even  of  the  most  inattentive  ;  and 
accordingly  in  what  are  sometimes  called  Poll  or 
Capitation  taxes,  distinctions  have  almost  univer- 
sally been  made,  according  to  ranks  which  were 
supposed  to  bear  some  kind  of  relation  to  wealth, 
or  according  to  vague  and  arbitrary  valuations. 
.Such  taxes,  by  whatever  name  they  may  be 
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known,  are  no  longer  on  persons,  but  on  pro* 
perty. 

Of  taxes  on  property,  some  diminish  the  means 
of  enjoyment  possessed  by  him  from  whom  they 
are  levied  j  others  affect  persons  altogether  dif- 
ferent from  him.  Thus  it  will  afterwards  bs 
shown,  thjat  a  tax  on  land  is  paid  by  the  proprie- 
tor, without  recourse  on  any  other  person ;  while 
a  tax  on  the  importation  of  tobacco,  though  ad- 
vanced by  the  merchant,  is  repaid  to  him  by  the 
consumer  of  the  article.  Hence  a  general  divi- 
sion, which  it  will  be  convenient  to  keep  in  view, 
into  direct  taxes^-which-are  paid  without  recourse 
on  others  ;  and  indirect,  which  affect  the  enjoy- 
ments of  persons  altogether  different  from  those 
by  whom  the  money  is  originally  advanced. 

In  the  First  Part  of  this  Book,  we  shall  exa- 
mine the  direct,  in  the  Second  Part,  the  indirect 
Jaxes,  chiefly  of  Great  Britain. 

When  unusual  charges  occur,  in  place  of  levy- 
ing the  whole  funds  requisite  for  the  expenses 
of  the  year,  it  has  become  customary,  in  modem 
times,  to  borrow  the  extraordinary  supplies,  le- 
vying taxes  only  for  the  payment  of  the  interest, 
or  sometimes  for  the  redemption  of  the  capital 
of  the  debt  at  a  distant  period.  The  examination 
of  this,  which  is  known  by  the  name  of  the  Fund- 
ing System,  will  form  the  Third  Part  of  the  pre- 
sent Book. 


PART  I. 


OF  DIRECT  TAXES. 


CHAPTER  I. 

Of  General  Assessment 

A  general  assessment  on  all  the  inhabitants 
of  a  country  is  the  most  obvious  way  of  raising 
the  funds  rehired  for  the  expenses  of  the  state  ; 
and,  if  it  were  possible  to  ascertain,  with  tolerable 
accuracy,  the  amount  and  comparative  value  of 
the  several  descriptions  of  wealth  enjoyed  by 
each  contributor,  it  would  also  be  the  most  un- 
exceptionable.  The  sum  required  by  the  public 
exigencies  might  always  be  raised  without  the 
possibility  of  deficiency  or  excess ;  the  contribu- 
tion would  fall  proportionally  on  every  species 
of  property,  and,  being  diffused  over  all,  would 
be  oppressive  to  none ;  the  tax  might  increase 
progressively  according  to  the  wealth  of  the  se- 
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veral  contributors ;  the  sum  which  each  person 
had  to  pay,  being  fixed  and  made  known,  the 
necessity  of  retrenchment  would  be  obvious  to 
all  who  were  desirous  of  accumulating  riches, 
and  the  assessment  would  consequently  occasion 
little  or  no  defalcation  in  the  capital  of  indivi- 
duals. Each  person's  contribution,  too,  might, 
without  much  public  inconvenience,  be  received 
by  instalments,  so  as  to  bear  as  lightly  as  possi- 
ble on  any  particular  portion  of  the  year  ;  and 
the  expenses  attending  the  collection  would  be 
trifling,  in  comparison  of  those  inseparable  from 
a  complex  system  of  finance.  Such  an  assess* 
ment,  while  it  rendered  all  other  taxes  unneces- 
sary, would  occasion  no  loss  or  inconvenience  to 
any  one,  beyond  the  mere  privation  of  that  in- 
come which  was  required  for  the  expenditure  of 
the  state. 

Almost  insuperable  difficulties,  however,  oc- 
cur in  estimating  the  wealth  of  the  several  in- 
habitants. The  value  of  land,  as  we  shall  after- 
wards find,  may,  to  a  certain  degree,  be  ascer- 
tained ;  means  may  perhaps  be  devised,  though 
with  much  greater  difficulty,  for  approximating 
to  the  amount  of  money  lent  at  interest ;  but  all 
attempts  to  value  mercantile  stock,  while  entirely 
fruitless,  must  end  in  vexation  and  injustice. 

Without  an  inquisitorial  scrutiny  into  each 
man's  private  transactions,  it  seems  impossible  to 
form  such  a  conjecture  with  regard  to  the  wealth 
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of  those  engaged  in  trade,  as  can  furnish  fair 
grounds  for  a  general  assessment ;  nor  is  it  easy 
to  see  how  such  a  scrutiny  can  either  be  render- 
ed effectual,  or  guarded  against  the  most  destruc- 
tive abuses. 

In  Holland,  on  several  occasions,  each  person 
has  been  ordered  to  pay  into  the  public  treasury 
a  certain  proportion  of  his  wealth,  and  afterwards, 
without  disclosing  the  amount,  to  make  oath  be- 
fore the  magistrate  that  he  has  fairly  obeyed  the 
law.  When  the  people  were  fully  satisfied  with 
public  measures,  such  a  scheme  of  contribution, 
if  rarely  resorted  to,  might  perhaps  be  effectual. 
Although  a  few  might  escape,  the  great  majority 
of  the  nation  would  have  little  inclination  to  de- 
fraud the  state.  But  it  is  always  dangerous  to 
oppose  men's  interests  to  their  duties,  and  espe- 
cially to  render  this  opposition  regular  and  con- 
stant. At  first,  a  sense  of  morality,  and  the  self- 
degradation  inseparable  from  falsehood,  may, 
with  a  considerable  number,  prevail  over  avarice  j 
but  few,  it  is  to  be  feared,  will  be  proof  against 
the  reiterated  attacks  of  self-interest,  the  conta- 
gion of  example,  and  the  certainty  that  adhe- 
rence to  truth  must  subject  them  to  injustice. 
An  assessment  on  oath  may  be  fairly  paid  for 
once,  though  even  this  would  probably  be  too 
sanguine  an  expectation ;  but  if  it  became  an  or- 
dinary source  of  revenue,  it  would  speedily  cor- 
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corrupt  the  morals  of  the  people.*  At  first  only 
the  dishonest  might  throw  the  burden  from  them- 
selves on  their  more  upright  neighbours :  the 
sense  of  justice,  however,  would  gradually  be 
undermined  by  various  subterfuges  and  sophisms! 
suggested  by  a  desire  of  exemption  ;  the  preva- 
lence of  this  species  of  fraud  would  in  some 
measure  conceal  its  deformity  ;  and  at  last,  as  the 
rate  must  necessarily  advance  along  with  the 
exemptions,  even  the  most  upright  would  be 
forced  to  prevaricate,  that  they  might  not  be 
ruined.  Under  sueh  a  system,  each  citizen 
would  contribute,  not  so  much  in  proportion  to 
bis  wrealth,  as  according  to  his  regard  for  truth. 

*  In  1788,  a  forced  loan  of  four  per  cent,  was  levied  in 
Holland  on  all  capital  above  2500  guilders,  and  on  all  income 
from  offices,  valued  according  to  the  age  of  the  holder  of  the 
office.  The  produce  is  believed  to  have  been  about  60  mil- 
lions of  guilders,  or  5i  millions  sterling,  for  the  province  of 
Holland,  making  the  capital  on  which  it  was  paid  137i  mil- 
lions Sterling. 

In  1793,  a  tax  of  two  per  cent,  payable  in  two  years,  was 
imposed.  The  mode  of  estimating  the  capital  was  nearly  the 
same  as  in  1788,  and  the  produce  in  the  province  of  Holland 
was  believed  to  be  about  25  millions  of  guilders. 

Soon  after  the  French  entered  Holland,  another  forced 
loan  of  six  per  cent,  was  levied,  which  was  supposed,  in  the 
province  of  Holland,  to  have  produced  less  than  40  millions 
of  guilders,  or  3,750,000/.  sterling,  making  the  capital  on 
which  it  was  paid  only  about  62£  millions  sterling. 

There  can  be  little  doubt,  that  even  in  1788,  the  capital  of 
the  province  of  Holland  had  been  greatly  under-rated. 
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To  force  each  person  to  declare  in  a  public 
manner  the  amount  of  his  fortune,  is  much  more 
likely  to  be  productive,  than  to  allow  him  to  tax 
himself  in  secret.  Until  there  be  a  kind  of  tacit 
consent  to  underrate  property,  until  it  be  quite 
understood  that  every  citizen  is  guilty  of  perju- 
ry, it  will  be  necessary  for  commercial  credit  that 
each  merchant  should  tax  himself  with  some  ap- 
pearance of  justice.  More  attention,  however, 
will  be  given  to  public  expectation,  and  to  the 
consequences  likely  to  result  from  disappointing 
that  expectation,  than  to  the  truth  of  the  state- 
ment. He  whose  wealth  is  undoubted  will  pay 
the  smallest  sum  that  a  regard  to  his  character 
will  permit.  On  the  other  hand,  the  man  whose 
affairs  are  declining  will  be  under  temptation  to 
conceal  his  losses,  to  trust  to  future  success  for 
an  opportunity  of  rectifying  the  injustice,  and,  by 
paying  a  tax  which  he  can  no  longer  afford,  to 
sink  himself  in  more  hopeless  distress.  The  frau- 
dulent, at  an  expense  ultimately  ruinous  to  their 
affairs  and  injurious  to  their  creditors,  will  be  en- 
abled to  spread  abroad  unfounded  reports  of 
their  success,  and  thus  to  establish,  on  false  pre- 
tences, a  credit  which  they  could  in  no  other 
way  have  procured.  It  cannot  be  just  thus  to 
overwhelm  those  in  danger  of  sinking  into  po- 
verty, or  expedient  to  encourage  a  hollow  sys- 
tem of  credit,  by  which  the  unprincipled  may,  if 
successful,  rise  to  wealth,  and,  if  unsuccessful, 
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ruin  all  who  have  been  induced,  by  the  amount 
of  their  public  contributions,  to  believe  them  af- 
fluent. 

A  scrutiny  by  the  officers  of  government  into 
the  affairs  of  merchants,  while  it  would  have  little 
effect  in  preventing  frauds,  would  be  attended 
with  most  exorbitant  expense,  and  could  scarce- 
ly fail  to  produce  the  most  ruinous  effects.  It 
could  avail  nothing,  unless  all  the  transactions 
were  accurately  examined,  and  such  an  investi- 
gation would  require  a  multitude  of  revenue  of- 
ficers skilled  in  every  department  of  trade.  To 
them  every  secret  would  have  to  be  disclosed, 
every  mode  in  which  business  could  be  best  con- 
ducted, minutely  explained.  These  officers  and 
their  friends  would  be  enabled  immediately  to  as- 
certain what  branches  of  trade  were  most  lucra- 
tive, and  the  merchant  would  be  deprived  of  all 
the  advantages  arising  from  superior  knowledge, 
extensive  correspondence,  ingenuity,  and  judge- 
ment. 

The  effects  of  such  an  investigation  might,  on 
particular  occasions,  be  most  injurious  to  credit. 
In  all  commercial  transactions,  there  must  occa- 
sionally be  losses  as  well  as  gains.  A  scrutiny 
into  the  affairs  of  a  trader  soon  after  some  unsuc- 
cessful speculations,  if  followed  by  a  considera- 
ble reduction  of  his  assessment,  might  alarm  his 
creditors,  and,  by  bringing  unexpected  demands 
against  him,  convert  what  would  otherwise  have 


OF  GENERAL  ASSESSMENT,  19 

been  merely  a  temporary  inconvenience,  into  ir- 
retrievable  ruin. 

At  all  times,  such  a  system  of  inspection  would 
lodge  in  the  hands  of  public  officers  a  trust  most 
liable  to  abuse.  Though  they  could  rate  no  per- 
son's fortune  too  high  without  his  own  consent, 
yet  they  might  occasion  excessive  trouble  in  re- 
sisting their  over-charges  ;  while  it  would  always 
be  in  their  power  to  rate  property  too  low,  and 
thus  to  favour  their  friends  at  the  expense  of  the 
public.  To  procure  a  mitigation  of  their  taxes, 
many  might  be  expected  to  descend  to  the  most 
unworthy  arts.  They  would  pretend  the  most 
zealous  attachment  even  to  a  wicked  or  contemp- 
tible administration  ;  they  would  submit  with  pa- 
tience to  the  insolence  of  power,  and  fawn  on 
the  officers  appointed  to  rate  the  assessment.  To 
flattery  some  would  add  a  bribe,  to  be  largely  re- 
turned to  them  in  the  mitigation  of  their  tax.  If 
all  those  arts  should  fail,  they  would  have  recourse 
to  false  entries  in  their  books,  and  a  thousand 
other  devices,  by  which  the  real  state  of  their  af- 
fairs might  be  concealed.  The  unjust  would 
consequently  be  eased  of  the  public  burdens  by 
which  the  honest  and  upright  were  oppressed, 
and  a  premium  being  held  out  to  fraud,  the  mo- 
rals of  the  nation  would  soon  be  corrupted. 

The  system  adopted  for  rating  the  property 
tax  of  England  partakes  of  all  those  different 
modes.    Each  individual,  in  the  first  instance,  is 
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allowed  to  tax  himself;  the  amount  of  his  in- 
come is  not  published,  but  made  known  to  com- 
missioners appointed  by  government ;  and  these 
commissioners,  if  they  are  dissatisfied,  may,  to  a 
certain  degree,  investigate  his  affairs.  From  such 
a  system  all  the  evils  that  have  been  enumerated 
must  partially  result.  Merchants  who  have  in- 
curred losses  will  be  apt  to  continue  a  contribu- 
tion which  they  can  no  longer  afford ;  those  who 
have  been  successful  will  pay  rather  what  is  ex- 
pected from  them,  than  what  is  really  propor- 
tioned to  their  gains ;  the  commissioners  have  it 
in  their  power  to  favour  themselves  and  their 
friends  both  by  mitigating  the  tax,  and  by  pro- 
curing more  accurate  knowledge  than  can  be 
generally  possessed  of  the  circumstances  of  in- 
dividuals, and  the  profitableness  of  the  specula- 
tions in  which  they  are  engaged ;  and,  lastly,  a 
power  is  created  by  which  the  opponents  of  go- 
vernment may  be  awed  into  submission,  or  the 
private  enemies  of  the  commissioners  harassed 
and  oppressed.  Hitherto  the  necessity  of  mild- 
ness, to  counteract  the  unpopularity  of  the  tax, 
has  prevented  these  last  and  worst  evils  from 
being  felt ;  but  the  same  circumstance  has  ren- 
dered the  check  on  false  returns  inefficient,  and 
reduced  the  contribution  from  mercantile  profits, 
so  low,  that  there  can  be  no  doubt  of  the  pro- 
perty tax  being  much  evaded  by  capitalists  and 
merchants. 
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While  such  are  the  difficulties  in  estimating 
the  wealth  of  a  great  and  opulent  class  of  the 
citizens,  another  question  arises,  whether  an  as- 
sessment, in  order  to  be  just,  should  be  levied 
according  to  property,  or  to  annual  income. 

The  value  of  property  varies  according  to  its  per- 
manency and  its  chance  of  improvement.    Land 
being  exposed  to  no  accidents  or  decay,  but  on 
the  contrary  always  coming  into  greater  demand 
as  riches  increase,  is  more  valuable,  in  a  thriving 
country,  in  proportion  to  the  income  derived 
from  it,  than  any  other  species  of  wealth  :  mort- 
gages, being  more  secure,   are  in  general  more 
valuable,  than  money  lent  on  personal  security, 
particularly  if  the  credit  of  the  debtor  be  decli- 
ning :  and  mercantile  stock,  according  as  it  is 
employed  in  prudent  and  profitable  speculations, 
in   rash   schemes,  or   in  machinery  no   longer 
yielding  due  returns,  may  be  more  valuable  than 
land,  or  less  so  than  money  lent  on  very  in- 
different security.     There  exist  as  many  values 
of  the  same  nominal  amount  of  property,  really 
and  intrinsically  different  from  each  other,  as 
there  are  varieties  in  securities  and  risks.     To 
tax  a  permanent  property,  and  one  in  imminent 
hazard,  at  the  same  rate,  would  evidently  be  un- 
just; for  the  two  proprietors,  if  equally  prudent, 
ought  to  live  in  very  different  styles,  and  annual- 
ly to  consume  very  different  proportions  of  their 
revenues.      Their  wealth,  though  nominally  the 
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same,  is  materially  different.  In  some  degree 
indeed  allowance  might  be  made  for  this  variety 
of  value,  by  estimating  the  price  which  the  pro- 
perty would  bring  if  exposed  to  sale.  Thus  an 
estate  yielding  lOOl.  a  year  of  rent,  might  be  va- 
lued at  30  years  purchase,  while  money  produ- 
cing the  same  sum  of  interest  might  be  taken  at 
twenty,  and  stock  vested  in  decaying  machinery, 
only  at  ten.  But  to  enumerate  and  compare 
together  the  real  values  of  different  kinds  of 
commercial  stock,  even  if  we  had  ascertained 
the  nominal  amount  possessed  by  each  indivi- 
dual, would  be  a  source  of  endless  uncertainty, 
partiality,  and  oppression  ;  and  till  this  were 
done,  no  general  assessment  according  to  pro- 
perty could  be  just, 

Even  if  this  difficulty  were  set  aside,  many  in- 
dividuals who  ought  to  pay  taxes  would  escape. 
He  who  is  in  the  receipt  of  an  annual  income 
from  a  profession  should  certainly  contribute  to 
the  expenses  of  government,  by  which  he  is 
protected  in  the  exercise  of  his  profession  and  in 
the  enjoyment  of  his  revenue ;  but  were  the  as- 
sessment altogether  on  property,  he  would  be  ex- 
empt, unless  by  former  economy  he  had  accu- 
mulate wealth.  The  merchant  too,  who,  on  a  bor- 
rowed capital,  drew  large  profits  which  he  annu- 
ally consumed,  would  contribute  nothing  what* 
ever  to  the  service  of  the  state. 

To  levy  the  assessment,  on  the  other  hand,  ac- 
cording to  income,  without  regard  to  the  source 
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whence  that  income  is  derived,  is  still  more  un- 
just.    Of  two  men  enjoying  the  same  revenue, 
one  from  lands  or  capital,  the  other  from  an  an- 
nuity or  profession,  the  circumstances  are  ex- 
tremely different.      The  first  may  annually  ex- 
pend the  whole  of  his  income,  and  leave  a  provi- 
sion, in  the  estate  or  capital,  for  his  children  ; 
the  other  must  annually  save  a  considerable  part 
of  his  receipts,  that  his  family  after  his  death 
may  not  be  reduced  to  want.     While  the  tax 
may  occasion  a  retrenchment  of  only  a  tenth  of 
his  usual  expenses  to  the  capitalist,  it  may  de- 
duct a  fourth,  or,  in  case  of  bad  health,  a  half,  of 
what  a  prudent  clergyman,  physician,  lawyer, 
artist,  or  annuitant,  would  think  himself  entitled 
to  spend  in  his  family.     If  the  protection  afford- 
ed by  government  be  equal,  there  must  be  the 
greatest  injustice  in  making  the  one  purchase 
this  protection,  by  sacrificing  so  much  larger  a 
proportion  of  his  enjoyments,  than  the  other. 

This  inequality  might  be  mitigated,  by  ma- 
king the  rate  depend  partly  on  property  and 
partly  on  income.  All  revenue  derived  from 
annuities,  or  professions,  might  be  brought  to  a 
capital,  according  to  the  number  of  years  at  which 
the  life  of  the  annuitant  was  valued,  and  the  tax 
might  then  be  levied  on  this  fictitious  property. 
Sources  of  inequality  would  still  remain  in  the 
state  of  health  of  the  contributor,  in  the  proba- 
bility of  his  employment  being  permanent,  and 
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in  the  various  risks  to  which  commercial  specu- 
lations  are  necessarily,  though  very  unequally, 
exposed. 

With  a  contempt  of  justice,  almost  unexam- 
pled in  the  financial  system  of  Britain,  the  pro- 
perty tax,  as  it  is  very  improperly  called,  disre- 
gards all  distinctions,  levying  the  same  propor- 
tion of  the  income,  whether  it  be  of  a  temporary 
or  permanent  nature,  whether  derived  from  pro- 
perty  already  realized,   or  the  foundation   on 
which  rigid  parsimony  is  gradually  to  rear  future 
independence.     It  may  be  true,  that,  in  many 
instances,  the  fraudulent  concealment  of  income 
derived  from  professions  mitigates  this  inequali- 
ty of  the  tax.     But  the  frauds  of  the  people  are 
a  wretched  corrective  of  the  injustice  of  the  le- 
gislature, and  all  annuitants,  as  well  as  the  ho- 
nest, among  merchants  and  those  exercising  pro- 
fessions, are  delivered  over  to  the  oppression  of 
the  law. 

In  another  respect,  the  property  tax  of  Bri- 
tain is  not  less  unjust.  One  advantage  of  assess- 
ment is,  that  it  is  capable  of  being  advanced  pro- 
gressively, according  to  the  wealth  of  the  con- 
tributors. In  as  far  as  income  arises  from  trade 
or  professions,  this  has  been  attended  to,  though 
so  imperfectly,  that  at  2001.  a  year,  the  progress- 
ive scale  of  taxation  has  already  reached  its  high- 
est point.  But  if  the  income  arise  from  any  species 
of  property,  no  gradation  whatever  is  admitted. 
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The  poor  widow,  drawing  ten  pounds  a  year 
from  the  funds,  as  her  whole  support,  pays  the 
same  proportion  of  her  pittance  that  the  noble- 
man does  of  a  princely  revenue. 

That  a  tax  so  unjust  in  its  principle,  so  un- 
equal in  its  distribution,  and  so  liable  to  frauds 
and  partiality,  should  have  been  adopted  by  the 
legislature,  can  be  accounted  for  only  by  the  fi- 
nancial difficulties  of  the  times ;  that  it  should 
have  continued  for  years  must  be  ascribed  part- 
ly to  the  general  ignorance  of  finance,  of  which 
the  debates  in  parliament  afford  many  examples, 
but  chiefly  to  the  real  difficulty  of  finding  other 
taxes  equally  productive,  and  to  the  belief  that 
its  duration  will  terminate  with  the  war.  * 

*  It  may  be  added,  that  the  property  tax  of  Britain  is  very 
oppressive  on  farmers,  by  assuming,  what  in  many  instan- 
ces must  be  false,  that  their  profits  are  equal  to  half  of  the 
rents  which  they  pay,  and  by  rising  in  proportion  to  the  im- 
provement of  their  lands.  A  farmer,  at  the  beginning  of  a 
long  lease,  pays  more  than  the  land  is  worth,  because  at  the 
end  of  the  lease,  he  knows  he  will  pay  less.  While  his  rent 
is  too  high,  his  profits  are  taken  at  half  of  that  rent ;  but  af- 
ter his  lease  has  lasted  seven  years,  and  he  begins  to  draw 
the  compensation  for  his  original  outlay,  his  tax  is  raised  to 
half  of  what  the  farm  would  bring  at  rack-rent.  This  injustice, 
however,  belongs  more  to  the  defective  provisions,  than  to  thef 
principle  of  the  tax. 


CHAPTER-  IL 

Of  Taxes  on  Land. 

SECTION  I. 

General  Observations  on  Land-Tat. 

JN  o  kind  of  public  contribution  seems  to  have 
been  so  universally  established  in  all  countries, 
and  at  all  times,  as  that  which  is  levied  directly 
from  the  proprietors  of  land.  In  a  rude  state  of 
society,  land,  with  the  slaves  and  cattle  which 
produce  and  consume  its  fruits,  may  be  consi- 
dered as  almost  the  only  valuable  species  of  ac- 
quired property.  That  which  consists  of  furni- 
ture, clothes,  and  other  commodities,  is  compa- 
ratively of  little  importance,  while  it  is  either 
possessed  by  the  landholders  in  a  degree,  nearly 
proportioned  to  their  estates,  or  enjoyed  by  their 
dependants  and  slaves,  from  whom,  not  the  com- 
munity, but  their  immediate  superiors,  are  ac- 
customed to  levy  taxes.  In  such  rude  times, 
whatever  the  public  service  may  require,  is  per- 
formed by  the  landholders,  who  exact,  by  stipu- 
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lation,  by  established  custom,  or  according  to 
their  arbitrary  will,  similar  personal  services  from 
their  dependants. 

Farther  experience  having  shown  the  disad- 
vantages of  this  arrangement  both  to  individuals 
and  the  state,  public  services  are  gradually  com- 
muted for  a  payment  in  money ;  but  as  the  land- 
holders are  thus  relieved  of  a  troublesome  duty, 
the  charge  of  hiring  others  to  do  what  they  were 
formerly  obliged  to  perform,  falls  naturally  upon 
them.     Afterwards,  when  the  public  expenses 
have  increased  much  beyond  what  old  contribu- 
tions can  defray,  it  appears  more  easy  to  increase 
a  tax  which  already  exists,  than  to  devise  new 
sources  of  revenue ;  more  practicable  to  value 
property  of  a  fixed,  permanent,  and  public  na- 
ture, than  to  ascertain  the  amount  of  what  is 
changeable,   fluctuating,  and  easily  concealed. 
Thus  a  considerable  part  of  the  public  revenue, 
in  almost  every  country,  has  been  levied  by  a 
direct  imposition  upon  the  lands,  while  move- 
able property  contributed  to  the  public  charges 
only  by  duties  on  consumption,  affecting  the  land- 
holder, in  proportion  to  his  expenditure,  equally 
with  the  other  classes  of  inhabitants. 

Such  a  distribution  of  the  public  burdens, 
though  originating  in  custom,  in  temporary 
convenience,  and  in  ignorance  of  that  science 
which  professes  to  proportion  the  contributions 
of  the  several  classes  of  citizens  to  the  advanta- 
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ges  which  they  respectively  derive  from  the  pub- 
lic expenditure,  a  very  ingenious  sect  of  philoso- 
phers has  endeavoured  to  shew  to  be  consistent 
with  the  most  extended  views  of  policy  and  jus- 
tice. They  have  even  asserted,  that  however 
complicated  a  system  of  taxation  may  be,  how- 
ever varied  and  intricate  in  its  ramifications, 
land  is  the  stem  from  which  the  whole  of  its  pro- 
duce is  actually  derived ;  all  attempts  to  draw 
revenue  from  other  branches  of  industry,  than 
the  cultivation  of  land,  merely  occasioning  ad- 
ditional expense,  which,  together  with  the  ori- 
ginal tax,  must  ultimately  be  paid  by  the  pro- 
prietors from  the  rents  of  their  estates. 

This  inference,  indeed,  seems  to  be  legitimate- 
ly drawn  from  the  general  doctrines  of  the  eco* 
nomists,  which  have  already  been  explained.* 
If  agriculture  be  the  only  productive  employ- 
ment of  capital  and  labour,  if  it  alone  furnish  a 
surplus  over  what,  being  necessarily  consumed 
in  the  act  of  production,  cannot  be  withdrawn 
without  a  proportional  diminution  of  next  year's 
production,  it  seems  to  follow  that  this  surplus, 
or  clear  rent  of  land,  is  the  only  proper  revenue, 
or  disposable  fund,  existing  in  the  country. 

When  merchants  or  manufacturers  are  taxed, 
say  the  economists,  either  the  rate  of  profits  and 
wages  will  rise,  till  each  receive  the  same  return 

*  Book  II.  Chap.  IV.  Sec.  III. 
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as  before  for  the  employment  of  his  capital  and 
labour  ;  or  part  of  the  funds  formerly  destined 
to  commerce  and  manufactures  being  withdrawn 
from  those  employments,  and  consumed  by  the 
state,  less  of  the  annual  produce  can  next  year 
be  exported,  less  of  foreign  commodities  can  be 
imported,  and  a  smaller  quantity  of  manufactu- 
red goods  can  be  brought  to  market.  The  same 
or  a  greater  quantity  of  agricultural  produce  co- 
ming thus  to  be  exchanged  against  a  smallei 
quantity  of  foreign  produce  and  manufactured 
goods,  the  comparative  value  of  the  former  must 
fall,  and  the  tax  must  ultimately  be  paid  in  the 
depreciation  of  the  rude  produce  of  the  land. 
No  part  of  this  depreciation  can  fall  on  the  far- 
mer, who,  like  the  merchant  or  manufacturer^ 
requires  his  annual  profits  for  his  maintenance. 
The  whole,  therefore,  must  fall  on  the  proprie- 
tor, who  alone  possesses  a  fund  which,  being  an- 
nually produced  without  being  necessarily  con- 
sumed, is  strictly  disposable,  its  expenditure  by 
the  public  neither  diminishing  the  riches  nor 
cramping  the  future  exertions  of  the  nation, 

According  to  this  system,  the  science  of  taxa- 
tion is  extremely  simple,  consisting  merely  in 
raising  whatever  may  be  requisite  for  the  public 
expenditure,  by  a  direct  assessment  on  the  free 
rents  of  land.  Such  an  assessment,  it  is  asserted, 
would  save  a  great  part  of  the  charges  insepara- 
ble from  a  complicated  system  of  finance,  and 


SO  OF  LAND-TAX. 

proportion  the  public  burdens  with  perfect  accu- 
racy to  that  particular  species  of  property,  from 
which,  after  all  our  contrivances,  the  whole  of 
the  public  revenue  must  ultimately  be  drawn. 

The  fundamental  doctrine  of  the  economists, 
that  all  the  profits  of  stock  and  wages  of  labour 
are  requisite  to  the  next  year's  production,  or  to 
the  next  year's  trade,  has  already  been  shown  to 
be  erroneous.*  It  has  been  proved  that  profits, 
far  from  being  the  means  merely  of  supporting 
the  capital  already  existing,  are  a  new  acquisition, 
capable  of  being  consumed  by  the  capitalist  with- 
out the  impoverishment  either  of  himself  or  the 
nation ;  and  that  whatever  portion  of  them  is 
saved  and  stored  up,  is  a  real  and  permanent 
addition  to  national  wealth.  It  has  also  been 
shown,  that  wages,  in  every  prosperous  country, 
are  more  than  the  necessary  maintenance  of  the 
labourers,  and  that  this  surplus  may  either  be  con- 
sumed, or  added  to  the  existing  capital,  without 
any  reduction  of  the  population,  and  consequently 
without  any  rise  in  the  general  rate  of  wages.  Such 
profits  and  wages  are  therefore  disposable,  in  the 
meaning  affixed  to  that  term  by  the  economists, 
and,  if  demanded  by  the  state,  may  be  surrender- 
ed by  their  proprietors,  without  any  necessary  di- 
minution of  capital  or  population,  though  not  with- 
out the  privation  of  comfort  to  those  by  wrhdra 

*  Book  II.  Chap,  IV.  Sec.  III. 
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that  revenue  might  otherwise  have  been  enjoyed. 
In  this  respect,  a  tax  affecting  merchants  or  ma- 
nufacturers  is  precisely  similar  to  one  on  rents, 
which  must  diminish  the  free  income  of  the 
landholders,  though  it  does  not  necessarily  affect 
the  amount  of  existing  wealth. 

The  economists  appear  to  consider  the  rate 
of  profit  as  something  fixed,  which  cannot  be  re- 
duced without  diminishing  the  capital  of  the 
country.  It  might  have  occurred  to  them  that 
merchantsmight  give  up  some  part  of  the  luxury 
and  splendour  in  which  they  had  lived,  without 
cramping  their  trade  ;  in  the  same  manner  that 
landholders  may  confine  their  expenses  without 
diminishing  their  rents. 

The  rate  of  interest  and  of  profit  is  regula- 
ted by  the  quantity  of  capital,  compared  to  the 
demand  for  the  commodities  which  that  capi- 
tal can  produce  or  import.  It  will  not  be  pre- 
tended that  any  tax  can  increase  the  demand  for 
capital ;  nor  is  it  very  likely,  if  wisely  imposed, 
to  lessen  its  amount.  When  either  the  income 
or  luxuries  of  a  capitalist  are  taxed,  it  is  much 
more  probable  that  he  will  contract  his  expen- 
ses, than  that  he  will  break  in  upon  his  capital ; 
in  the  same  manner,  that  a  landholder  is  more 
likely  to  retrench  some  of  his  superfluities,  than 
to  mortgage  his  estate.  If,  indeed,  the  merchant, 
by  changing  the  employment  of  his  stock,  can 
escape  from  the  impost,  he  will  naturally  endea- 


32  W  LAND-TAX* 

vour  to  do  so ;  and  with  this  view  he  may  be 
expected  to  throw  part  of  his  stock  into  another 
branch  of  trade,  or,  what  is  the  same  thing, 
others  will  be  prevented  from  engaging  in  that 
particular  branch,  till  the  profit,  besides  defray- 
ing the  public  burden,  has  again  risen  to  the  or- 
dinary level.  But  if  the  tax  attaches  equally  to 
all  stock  in  whatever  manner  employed,  or  equal- 
ly affects  the  consumption  of  all  income,  from 
whatever  sources  it  may  be  drawn,  there  is  no 
possibility  of  escape  by  changing  the  direction 
of  stock,  and  therefore  the  same  capital  remain- 
ing, without  any  increase  of  demand,  the  gene- 
ral rate  of  profit  cannot  advance. 

It  is  true,  that  very  heavy  taxes  may  induce 
capitalists  to  emigrate  with  their  wealth,  and  in 
this  way  tend  to  raise  the  rate  of  profit.  But 
the  rich  are  not  prone  to  emigration.  Find- 
ing themselves,  in  spite  of  the  public  demands, 
in  a  very  comfortable  situation  at  home,  they 
rarely  think  of  leaving  their  friends,  their  habits, 
and  the  scenes  of  their  early  associations,  that 
their  income  may  afford  them  some  additional 
luxuries  in  a  foreign  country.  Thus  in  Holland, 
from  the  plenty  of  capital,  interest  was  very  low, 
while,  from  the  weight  of  taxes,  the  price  of  most 
articles  of  consumption  was  very  high  :  the  for- 
mer circumstance  induced  many  capitalists  to 
lend  their  money  to  foreign  states  ;  the  latter,  in 
all  probability,  never  caused  the  emigration  of  a 
single  Dutchman. 

4 
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Had  the  economists  attended  to  the  reparti- 
tion of  taxes  affecting  the  expenditure  of  those 
who  manufacture  articles  intended  for  exporta- 
tion, they  must  have  suspected  that  there  was 
some  fallacy  in  their  system  of  finance.  The 
wages  and  profits  of  such  manufacturers  are  ex* 
actly  similar  to  other  wages  and  other  profits  j 
as  requisite  for  their  own  support*  and  for  next 
year's  trade,  as  little  of  what  the  economists  de- 
nominate a  disposable  revenue,  and  consequent- 
ly as  incapable  of  ultimately  defraying  any  part 
of  the  public  expense.  It  is  not  easy  to  see,  how- 
ever, on  whom  the  taxes  originally  paid  by  that 
description  of  the  inhabitants  can  be  shifted. 
They  cannot  be  devolved  on  the  landholders  of 
their  own  country,  to  whom  none  of  the  manu- 
factures are  sold.  Nor  can  they  be  transferred 
to  the  proprietors  of  foreign  lands  ;  for,  before 
the  tax  was  imposed,  the  commodities  would  be 
sold  as  high  in  the  foreign  markets,  as  the  com- 
petition of  buyers  and  sellers  would  permit.  If  it 
be  said  that  the  nett  profits  and  wages  of  such  ma- 
nufactures, being  incapable  of  rising  like  those  of 
others,  must  remain  below  the  ordinary  rate,  till 
capital  should  be  forced  from  them  into  other 
channels,  it  must  appear  extraordinary,  that  by 
the  very  high  duties  on  almost  every  article  of 
consumption  in  Britain,  our"  export  trade  should 
not  long  ago  have  been  annihilated,  and  quite 

vol.  in,  c 
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unaccountable,  that,  in  spite  of  those  duties,  it 
should  most  rapidly  have  increased. 

But  the  expenditure  of  the  British  government 
has  now  left  little  room  for  doubt  on  this  subject. 
It  is  a  matter  of  notoriety,  that  the  public  reve- 
nue of  Britain  considerably  exceeds  the  highest 
estimate  of  all  the  free  rents  in  the  kingdom  $* 
so  that  the  unfortunate  landholders  not  only 
have  nothing  to  maintain  themselves  and  their 
families,  though,  from  ignorance  of  their  own  po- 
verty, they  continue  to  live  in  great  affluence 
and  splendour,  but  they  are  forced  annually  to 
pay  directly  and  indirectly  to  the  public,  several 
millions  more  than  they  derive  from  their  estates. 
It  is  in  vain  that  we  are  told  of  the  reduction  of 
wages,  interest,  and  profits,  which  would  follow 
the  repeal  of  taxes  on  consumption,  and  desired 
to  calculate  on  the  one  hand  the  accession  to  the 
nett  rent  resulting  from  the  diminution  of  agri- 
cultural charges,  and  on  the  other  the  reduction 
of  public  expenditure,  which  might  be  expected 
from  the  cheapness  of  labour,  and  of  every  com- 
modity ;  it  is  in  vain  that  we  are  assured,  that, 
under  such  a  system  of  finance,  no  public  debt 
could  ever  have  been  contracted,  and  that  a  few 
shillings  in  the  pound  of  free  rents,  would  at  all 

*  The  nett  rents  of  Britain  were  valued  by  Mr  Pitt  in  1795, 
at  25  millions  sterling ;  the  ordinary  revenue,  exclusive  of  war 
charges,  may  now  be  stated  at  about  40  millions. 
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times  have  supplied  even  the  utmost  profusion  of 
our  government.  Be  it  so  ;  still  the  fact,  that,  at 
this  moment,  the  public  expenditure  exceeds  all 
the  rents  in  the  kingdom,  remains  uncontrovert- 
ed,  and  this  fact  seems  conclusive  against  the 
system  of  the  economists. 

Leaving  this  ingenious,  but  unsound,  theory, 
we  shall  now  proceed  to  enquire  how  far  a  tax 
directly  affecting  land,  its  rents,  or  its  produce* 
is  a  just  or  expedient  source  of  public  revenue. 
In  whatever  manner  such  a  tax  may  be  levied, 
there  can  be  little  doubt  that  it  will  fall  ultimate- 
ly on  the  landholder.  The  wages  of  country  la- 
bour, and  the  profits  of  farming  stock,  allowance 
being  made  for  the  agreeableness  of  the  employ- 
ment and  the  nature  of  the  risk,  must  bear  a  fix- 
ed, or  nearly  a  fixed,  proportion,  to  other  wages 
and  other  profits.  If  part  of  the  produce  be  ex- 
acted by  the  state,  or  any  duty  imposed  upon 
the  rent,  such  taxes  cannot  permanently  affect 
the  labourer  or  the  farmer ;  for  the  one  will  di- 
rect his  labour,  and  the  other  his  stock,  to  other 
employments,  unless  they  can  derive  equal  ad- 
vantage by  continuing  them  in  the  cultivation 
of  land.  Without  reducing  the  general  rate  of 
wages  or  profits  in  the  country,  no  circumstance 
whatever  can,  for  any  length  of  time,  diminish 
them  in  any  one  branch  of  business  carried  on 
by  circulating  capital;  and  therefore  all  taxes 
affecting  land,  must  ultimately  fall  on  the  rent, 
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which  is  the  part  of  the  produce  that  remains, 
after  defraying  all  the  charges  of  the  farm,  and 
returning,  with  its  ordinary  profit,  the  circulating 
capital  that  had  been  employed. # 

Nor  can  the  landholder,  like  the  merchant  or 
manufacturer,  by  raising  the  price  of  his  pro- 
duce, devolve  the  tax  on  the  consumer.  When 
any  single  article  of  merchandize  is  .taxed,  the 
dealers  in  that  article  would  immediately  with- 
draw part  of  their  capital  from  its  production  or 
importation,  unless  the  rise  in  price  indemnified 
them  for  the  tax.  Indeed,  in  point  of  fact,  they 
always  do  withdraw7  some  part  of  their  capital 
with  which  they  advance  the  tax  to  government; 
and,  experience  having  evinced  the  certainty  of 
a  rise  of  price,  the  dealers  become  less  anxious 
for  an  immediate  sale  of  their  goods.  The  de- 
mand for  the  commodity,  however,  continues 
the  same,  and  consequently  the  diminution  of 
the  quantity  brought  to  market  very  speedily 
enhances  the  price.  But  land  and  its  produce 
may  be  considered  as  fixed  quantities  incapable 
of  reduction  by  the  operation  of  a  moderate  tax. 
As  long  as  an  acre  yields  any  rent  whatever,  any 
sum,  however  trifling,  beyond  the  seed,  labour, 
farmer's  profit,  and  tax,  so  long  will  it  be  the 
interest  of  the  proprietor  to  employ  it  in  some 
kind  of  production.     A  tax  on  one  kind  of  agri- 

*  Book  II.  Chap.  IV.  Sec.  II. 
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cultural  produce  may  indeed  discourage  that 
particular  employment  of  land,  but  only  by  giv- 
ing a  new  direction  to  cultivation ;  a  tax,  too,  so 
high  as  to  exhaust  the  whole  rent  of  inferior 
lands  may  return  them  to  their  natural  and  un- 
profitable state  :  in  the  former  way,  one  species 
of  produce  may  become  scarcer,  but  only  by 
others  becoming  more  plentiful ;  in  the  latter, 
the  exchangeable  value  of  every  kind  of  pro- 
duce may  be  somewhat  enhanced.  But  a  tax 
less  excessive,  as  it  can  neither  increase  the 
demand  for  corn  and  cattle,  nor  diminish  the 
quantity  of  land  in  culture,  can  have  no  effect 
whatever  on  the  markets,  and  therefore  must 
rest,  without  possibility  of  transference,  on  the 
proprietors  of  lands. 

If,  then,  a  land-tax  of  any  kind  be  imposed, 
without  an  equivalent  duty  on  every  other  spe- 
cies of  property,  its  operation  must  be  unjust. 
It  throws  the  expenses  of  government  entirely 
on  one  description  of  inhabitants,  protecting  the 
capitalist,  merchant,  manufacturer,  and  farmer, 
at  the  expense  of  the  landholder.  It  is  a  bur- 
den on  one  class  of  citizens  for  the  advantage  of 
the  others. 

Not  only  does  such  a  tax  fall  on  one  class  of 
citizens  exclusively,  but  even  on  that  class  very 
unequally,  being  altogether  paid  by  the  present 
proprietors,  to  the  entire  exemption  of  future 
purchasers.     Land,  from  the  permanency  of  the 
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security,  the  expectation  of  a  rise  in  its  value  in 
an  improving  country,  and  also  perhaps  from 
the  respect  attached  to  its  possession,  always 
bears  a  price  in  the  market,  somewhat  higher  in 
proportion  to  its  annual  revenue,  than  money. 
Thus,  land  may  at  present  be  valued  nearly 
at  30  years  purchase,  while  money  lent  at  in- 
terest yields  five  per  cent.      This  difference  of 
exchangeable  value,  arising  from  comparative 
advantages  possessed  by  the  one  species  of  pro- 
perty over  the  other,  cannot  be  affected  by  any 
tax.      The  interest   of  money  remaining    the 
same,  the  price  of  land,  after  a  land-tax  has 
been  imposed,  will  continue  to  be  30  years  of 
the  free  rent  as  before.      But  as  this  free  rent 
will  be  diminished  by  the  tax,  the  price  of  each 
estate  will  proportionally  decline.     If  the  nett 
rent  be  reduced  by  a  tax  of  four  shillings  in  the 
pound,   from   1001.  to  80l.  a  year,  the  estate, 
which  formerly  was  worth  30001.  will  no  longer 
sell  for  more  than  240C1.      A  proprietor  there- 
fore, who  wishes  to  dispose  of  his  land,  will  at 
once  be  deprived  of  one-fifth  of  his  property. 
Instead  of  paying  20l.  a  year  during  his  posses- 
sion, and  leaving  this  annual  payment  as  a  bur- 
den on  the  lands,  he  finds  himself  obliged  to 
pay  6001.  the  value  of  the  tax  for  ever,  while 
his  successor  is  exempted  from  all  contribution. 
The  lands,  indeed,   continue  to  pay  the  20l.  a 
year  to  the  state  ;    but  the  new  proprietor,  hay- 
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ing  received  an  equivalent  in  the  reduction  of 
the  price,  derives  the  same  clear  income  from 
his  24001.  that  he  would  have  drawn  from  that 
sum  vested  in  land,  had  no  tax  been  imposed. 
In  the  course  of  a  few  years,  there  comes  to  be 
a  numerous  class  of  citizens,  deriving  the  same 
protection  from  government  with  the  former 
landholders,  the  same  permanency  of  security 
from  the  nature  of  their  possessions,  the  same 
prospects  of  opulence  from  the  prosperity  of  the 
country,  and  the  same  rank  in  society  from  pub- 
lic opinion,  without  being  subjected,  in  any  de- 
gree, to  that  tax  by  which  the  incomes  of  the 
older  proprietors  have  been  materially  reduced. 
He  who  purchased  lands  before  the  imposition 
of  the  tax  receives  a  clear  revenue  of  only  801. 
a  year,  while  another,  exactly  in  the  same  cir- 
cumstances, except  that  his  purchase  was  later 
by  a  few  months  or  weeks,  draws  JOOl.  a  year 
from  the  same  sum  of  money  vested  precisely  in 
the  same  manner. 

The  hardship  is  still  greater  on  a  landholder 
who  unfortunately  is  involved  in  debt.  He  and 
his  creditors  are  properly  joint  possessors  of  the 
estate,  the  rents  of  which  are  annually  divided 
between  them.  He,  indeed,  is  the  administra- 
tor, having  all  the  trouble  of  management,  and 
in  return  all  the  advance  of  rent  which  his  own 
judgment,  or  the  circumstances  of  the  country, 
enable  him  to  procure  from  the  tenants ;  but 
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his  income  in  any  one  year,  is  only  what  re- 
mains of  the  rents  after  paying  the  interest  of 
his  mortgages.  In  assessing  a  land-tax,  how- 
ever, he  is  considered  as  the  receiver  and  pro- 
prietor of  the  whole;  no  deduction  is  made  on  ac- 
count of  the  interest  which  he  annually  pays  to 
his  creditor ;  and  therefore  he  is  rated  at  an  in- 
come which  he  does  not  enjoy.  If  an  estate  worth 
30001.  and  rented  at  100l.,  be  mortgaged  for 
1  OOOl.  of  debt,  the  free  income  of  the  proprie- 
tor, after  paying  the  interest  of  his  debt,  is  only 
50l.  a  year.  He  is,  however,  rated  to  the  tax  as 
if  he  received  lOOl.  of  free  rent;  and  conse- 
quently, while  other  landholders  are  taxed  at 
four  shillings,  he  is  forced  to  pay  eight  shillings 
in  the  pound  of  his  actual  income.  While  he 
is  thus  oppressed,  his  creditor,  who  derives  the 
same  protection  from  government,  and  who,  al- 
though he  does  not  appear  as  proprietor  of  the 
estate,  has  his  property  as  firmly  secured  on  the 
very  same  lands,  is  altogether  exempted. 

It  is  in  vain  that  a  man  in  such  unfortunate  cir- 
cumstances should  seek  to  escape  from  this  injus- 
tice, by  disposing  of  his  estate  and  discharging  his 
debts.  Before  the  tax  was  laid,  he  might  have  sold 
hislandsfor  30001.,  which,  after  paying  up  hisdebt, 
would  have  left  him  a  reversion  of  20001.,  yielding 
him,  at  ordinary  interest,  lOOl.  a* year.  But  by 
the  operation  of  the  tax,  the  value  of  his  estate  is 
instantly  reduced  to  240C1.  and  consequently  his 
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reversion  to' 14001.,  of  which  the  interest  is  only 
70l.  So  long  as  he  retains  his  lands,  his  free  in- 
come is  reduced  from  50l.  to  30l.  a  year ;  when 
he  disposes  of  them,  his  reversion  is  diminished 
from  2CO01.  to  14001.  and  the  interest  which  it 
yields  from  lOOl.  to  70l.  In  the  one  case,  he 
pays  40,  in  the  other  30  per  cent,  of  his  nett  in- 
come, while  the  revenues  of  more  opulent  land- 
holders are  reduced  only  &0  per  cent.,  and  while 
neither  his  creditor,  nor  the  person  who  purchases 
his  lands,  contributes  one  farthing  to  the  ex- 
penses of  the  state.  The  case  that  has  now 
been  stated  is  not  exaggerated,  for  many  pro- 
prietors owe  debts  more  than  equal  to  a  third 
part  of  the  value  of  their  estates. 

The  legislature,  if  aware  of  this  injustice,  has 
no  means  of  obviating  it,  or  of  empowering  the 
debtor  to  retain  the  tax  on  the  interest  annually 
paid  to  his  creditor.  If  there  be  a  fixed  rate  of 
interest  which  it  is  illegal  to  exceed,  such  an 
enactment  must  immediately  occasion  a  demand 
for  the  capital  lent  on  mortgage,  which  the  debt- 
or, prevented  from  borrowing  a  similar  sum  by 
the  operation  of  this  very  law,  will  be  unable  to 
answer,  otherwise  than  by  selling  his  estate  at 
the  value  to  which  it  has  been  reduced  by  the 
tax.  If  there  be  no  law  restricting  the  amount 
of  interest,  the  debtor  will  be  obliged  to  agree 
to  such  terms  as  will  put  his  creditor  on  the  same 
footing  with  other  capitalists.     Should  the  law 
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proceed  further,  and  order  that,  in  paying  up  any 
money  borrowed  on  lands  before  the  date  of  the 
enactment,  a  sum  equivalent  to  thirty  years  pur- 
chase of  the  tax  shall  be  deducted  from  the  prin- 
cipal, this  would  merely  be  a  transference  of  in- 
justice from  one  class  of  inhabitants  to  another. 
Those  capitalists  who  had  lent  their  money  on 
the  security  of  lands,  would  be  very  heavily  tax- 
ed, while  others,  having  preferred  a  different  se- 
curity, or  employing  their  property  so  as  to  draw 
both  interest  and  profit,  would  be  exempted. 
Nor  would  such  a  law  be  ultimately  very  bene- 
ficial to  landholders.  The  expectation  of  new 
land-taxes,  and  of  new  reductions  of  the  princi- 
pal and  interest  of  mortgages,  would  effectually 
preclude  future  loans  on  such  security,  whatever 
occasion  proprietors  might  have  for  money,  either 
to  improve  their  estates,  or  to  prevent  a  disad- 
vantageous sale.  The  urgency  of  their  wants 
would  speedily  induce  them  to  give  higher  inte- 
rest, or  to  admit  a  direct  clause  barring  them 
from  retaining  any  part  of  future  taxes  from 
their  creditors  ;  and  if  all  such  clauses  were  ren- 
dered penal,  premiums  would  be  paid  for  loans, 
or  separate  obligations  would  be  given  for  addi- 
tional interest,  and,  in  these  or  other  modes,  the 
debtor  would  be  obliged,  not  only  to  put  his  cre- 
ditor on  a  footing  with  other  capitalists,  but  also 
to  indemnify  him  for  the  risk  and  disgrace  that 
might  eventually  result  from  an  illegal  and  usu- 
rious transaction. 


OF  LAND-TAX.  43 

In  whatever  way,  then,  a  land-tax  may  be  le- 
vied, unless  it  be  balanced  by  an  equivalent  tax 
on  every  other  species  of  property,  it  must  be 
extremely  unjust ;  laying  a  part  of  the  public 
burdens  on  one  class  of  citizens  exclusively,  fall- 
ing very  unequally  on  the  several  members  of 
that  class,  and,  in  particular,  oppressing  those 
who  are  already  struggling  with  difficulties  and 
involved  in  pecuniary  embarassments.  These  ob- 
jections apply  equally  to  every  species  of  land- 
tax  ;  but  when  we  consider  the  several  ways  in 
which  such  a  tax  may  be  assessed,  it  will  be  ap- 
parent that  there  are  also  particular  hardships, 
inconveniences,  or  mischiefs,  inseparable  from 
each. 

There  seem  to  be  three  several  principles  ac- 
cording to  which  a  land-tax  may  be  levied.  It 
may  be  rated  according  to  a  fixed  and  perma- 
nent valuation  of  lands  ;  or  according  to  the  ac- 
tual free  rents  of  each  particular  year ;  or  accord- 
ing to  the  gross  produce,  without  reference  to 
its  partition  between  the  landlord  and  farmer. 
In  the  following  Sections  it  is  proposed  to  consi- 
der each  of  these  in  their  order. 
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SECTION  II. 

Of  Land-Tax  levied  according  to  a  fixed  Valuation. 

Of  all  the  ways  in  which  land  can  be  taxed, 
indeed  of  all  the  ways  in  which  a  public  revenue 
can  be  levied,  this  is  undoubtedly  the  least  ex- 
pensive. One  survey  being  sufficient  for  ever, 
the  original  cost  of  this  survey,  however  great  at 
first,  must  bear  a  very  small  proportion  to  the 
sum  which,  in  a  course  of  years,  the  tax  will 
bring  into  the  public  treasury.  Nor  can  the  ex- 
pense of  collection  be  considerable ;  for  one  col- 
lector, with  his  clerk,  would  be  sufficient  to  re- 
ceive and  transmit  to  the  seat  of  government,  the 
contributions  of  a  very  extensive  district.  The 
tax  would  therefore  take  out  of  the  pockets  of 
the  people  very  little  more  than  it  furnished  for 
the  expenses  of  the  state.  Its  amount,  too,  wmild 
be  perfectly  fixed  and  precise  ;  it  might  be  re- 
ceived by  such  instalments  as  were  convenient  to 
the  contributors;  and  every  landholder  would 
naturally  adapt  his  expenses  to  the  portion  of 
his  rents  which  remained  to  him  after  having 
paid  his  tax. 

All  these  advantages,  however,  should  wTeigh 
little  against  the  injustice  which  has  been  shown 
to  be  inseparable  from  every  land-tax,  or  eveH 
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against  the  frauds  that  would  be  practised,  and 
the  consequent  inequality  and  oppression  which, 
at  its  first  institution,  must  inevitably  result  from 
this  particular  mode  of  it. 

When  a  valuation  is  to  be  made  of  the  lands 
of  a  kingdom,  for  the  purpose  of  rating  them  to- 
wards a  permanent  tax,  it  is  impossible  to  guard 
against  numerous  mistakes  proceeding  from  ig- 
norance and  negligence,  or  against  more  import- 
ant errors  arising  from  fraud,   corruption,  and 
power.     A  mere  casual  survey  by  people  little 
interested  in  the  result  will  fail  in  ascertaining 
the  just  value  of  lands,  influenced  as  that  value 
must  be  by  the  state  of  culture,  the  prosperity 
of  the  neighbouring  towns,  the  facilities  of  car- 
riage, and  many  other  circumstances ;  yet  any 
valuation  which,  disregarding  these  particulars, 
looks  merely  to  the  present  rental,  must,  in  the 
course  of  a  very  few  years,  become  extremely 
unequal.     But  this  would  be  the  least  important 
source  of  error.     As  the  tax  is  to  be  perpetual, 
as  it  is  instantly  to  affect  the  relative  value  of  land 
as  compared  with  other  descriptions  of  property, 
and  of  estates  as  compared  with  each  other,  it 
would  be  an  object  of  the  utmost  importance  to 
each  proprietor  to  have  his  lands  rated  below 
their  actual  value.   In  pursuit  of  this  object  every 
misrepresentation  would  be  employed,  false  evi- 
dence would  be  adduced,  and  fabricated  rentals 
exhibited,  while  by  civilities,  or  perhaps  by  di« 
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rect  bribery,  all  troublesome  suspicions  would  be 
laid  asleep.   In  other  cases,  the  protection  of  the 
great  and  powerful  would  reward  the  complai- 
sance of  the  assessors,  or  their  enmity  would  be 
denounced  against  strict,  or,  as  it  would  be  term- 
ed, vexatious  scrutiny.    Nor  are  there  any  means 
by  which  officers  resolved  to  do  their  duty  could 
effectually  detect  the  frauds  that  would  be  prac- 
tised.    No  person  would  consider  his  own  inte- 
rests so  much  injured  by  the  lands  of  his  neigh- 
bour being  under-rated,  as  voluntarily  to  object 
to  the  valuation  ;  and  the  office  of  an  informer 
is  too  odious  to  be  generally  undertaken  from 
strictly  public  motives.     The  estates  of  the  ho- 
nest, of  the  obscure,  and  of  every  one  obnoxious 
to  government,  would  therefore  be  rated  nearly 
at  their  real  value,  while  those  of  the  fraudulent, 
the  rich,  and  the  powerful,  would  in  a  great 
degree  be  exempted.     The  very  day  after  such 
a  valuation,  there  would  be  an  entire  change  in 
the  prices  for  which  different  estates  might  be 
sold ;  one  would  be  very  considerably  reduced, 
another  would  retain  almost  its  former  value. 

If,  however,  the  country  be  neither  advan- 
cing nor  declining  with  rapidity,  these  inequa- 
lities, though  grievous  at  first,  gradually  cease 
to  be  felt.  In  a  course  of  years,  a  great  part  of 
the  lands  pass  to  new  possessors,  who  pay  a  price 
for  them  inversely  proportionate  to  the  tax  with 
which  they  are  chargeable.     If  the  tax  be  high. 
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the  price  of  the  estate  will  be  low ;  and  the  new 
proprietor  can  complain  of  no  hardship  in  being 
obliged  to  contribute  annually  to  government 
that  sum,  for  which  he  has  received  an  equi- 
valent in  the  cheapness  of  his  purchase.  He, 
in  reality,  is  not  taxed,  the  whole  demands  of 
government  having  been  discharged  by  his  pre- 
decessor. To  equalize  a  land-tax,  a  number  of 
years  after  its  assessment,  would,  therefore,  be 
a  new  injustice  under  the  semblance  of  equity. 
Those  who  had  purchased  cheaply,  because  their 
lands  were  highly  rated,  would,  by  such  an  equa- 
lization, acquire  property,  for  which  they  had 
given  no  equivalent.  Others,  who,  from  the  mo- 
deration of  their  assessment,  had  paid  a  high 
price  for  their  estates,  would  be  unjustly  depri- 
ved of  that  exemption  which  they  had  bought, 
and  which  they  were  entitled  to  consider  as  part 
of  their  estate.  This  equalization  would  again 
disturb  the  relative  value  of  estates,  raising  some 
and  sinking  others ;  it  would  again  occasion 
hardships  and  injustice  precisely  similar  to  what, 
though  severe  at  first,  time  had  softened  or  re- 
moved ;  it  would  lay  a  heavy  tax  on  one  class  of 
landholders,  not  to  defray  the  expenses  of  the 
state,  but  for  the  sole  purpose  of  enriching  ano- 
ther description  of  proprietors. 

Some  estates,  it  is  true,  have  remained  in  the 
same  families,  passing  by  lineal  descent  from  fa- 
ther to  son,  ever  since  the  first  establishment  o£ 
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the  land-tax  in  Britain  ;  but  this  furnishes  no 
sufficient  reason  for  disturbing  that  comparative 
value  of  lands  which  has  so  long  prevailed.  Each 
proprietor  has  been  accustomed  to  consider  what 
remained  of  his  rents  after  paying  the  tax,  as  the 
whole  of  his  annual  income,  and  what  his  lands 
under  burden  of  the  tax  could  be  sold  for,  as  the 
exchangeable  value  of  his  estate.  Those  who 
are  highly  taxed  have  ceased  to  view  a  portion 
of  the  rents  as  belonging  to  themselves  ;  such  as 
pay  little  to  government  have  been  accustomed 
to  look  on  this  exemption  as  a  possession  secu- 
red to  them  by  a  long  prescription.  Both  have 
regulated  their  expenditure  according  to  their 
nett  income  ;  while,  in  their  own  estimation  and 
that  of  the  world,  both  have  been  reputed  opu- 
lent in  proportion  to  the  present  exchangeable 
value  of  their  respective  estates.  That  one  fa- 
mily was  wronged,  and  another  unjustly  favour- 
ed, a  century  ago,  is  no  reason  for  altering  the 
circumstances  of  those  families  at  present.  Why 
should  we  disturb  the  comparative  wealth  of  in- 
dividuals, settled  as  it  has  been  by  a  tax  levied 
long  before  those  individuals  were  born  ?  When 
no  public  good  can  result  from  it,  why  should 
we  bestow  unexpected  riches  on  some,  by  impo- 
verishing others  ? 

If  a  land-tax  of  this  nature  ought  not  to  be 
equalized  after  its  first  establishment,  the  rate,  for 
the  same  reason,  should  neither  be  increased  nor 
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diminished.  If  the  valuation  be  fixed,  so  also 
ought  the  amount  of  the  tax.  To  diminish  or 
abrogate  such  a  tax,  after  it  had  long  been  levied, 
would  be  to  confer  riches  on  the  landholders,  ac- 
cording to  a  very  unequal  rule  in  so  far  as  they 
themselves  are  concerned,  and  wholly  at  the  ex- 
pense of  the  other  inhabitants.  The  decrease  of 
public  revenue  would  require  new  burdens  to  be 
laid  on  the  people  ;  or  at  any  rate,  by  preventing 
the  suppression  of  other  taxes  affecting  all  classes 
of  the  citizens,  it  would  confine  that  relief,  which 
ought  to  be  general,  entirely  to  the  proprietors 
of  land.  Even  if  all  other  contributions  were 
previously  dispensed  with,  the  land-tax  ought  to 
be  continued  as  a  perpetual  charge  upon  the 
land,  and  its  produce  applied  to  objects  of  pub- 
lic utility ;  for  to  that  tax  every  citizen  has  an 
equal  claim  with  the  person  by  whom  indeed  it 
is  annually  disbursed,  but  who  acquired  his  es- 
tate under  this  express  burden.  Having  paid  no 
price  for  this  part  of  the  rent,  the  landholder  can 
have  no  right  in  it.  That  must  be  strictly  pub- 
lie  property  to  which  no  one  can  set  up  any 
just  claim ;  and  what  thus  belongs  to  the  state, 
ought  to  be  made  to  contribute,  as  equally  as 
may  be,  to  the  enjoyment  or  prosperity  of  all. 

Every  increase  of  this  species  of  land-tax  is 
attended,  on  the- other  hand,  with  manifest  injus- 
tice.     Besides  producing  all  those  inequalities, 
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which  are  necessary  results  of  such  a  tax  at  its 
commencement,  an  increase,  according  to  an  old 
valuation,  is  productive  of  much  additional  op- 
pression. Although  the  original  valuation  had 
been  made  with  the  utmost  accuracy  and  impar- 
tiality, it  cannot  continue,  for  any  length  of  time, 
truly  to  represent  the  relative  value  of  different 
estates.  The  mode  of  cultivation  that  has  been 
followed,  the  vicinity  of  a  thriving  town,  and 
many  other  circumstances,  quickly  affect  the 
rents  of  several  estates  in  very  different  degrees ; 
and  if  no  attention  be  paid  to  the  alterations  thus 
introduced  by  time,  the  additional  rate  will  fall 
very  lightly  on  those  lands  that  have  risen  in 
value,  and  very  severely  on  such  as  have  been 
stationary.  An  increase  of  an  existing  land-tax, 
is,  therefore,  an  assessment  levied  according  to 
a  valuation,  which,  from  the  nature  of  things, 
must  be  extremely  defective,  and  the  burden 
created  by  it,  being  lightest  on  the  most  prospe- 
rous landholders,  falls  on  the  contributors  pre- 
cisely in  the  inverse  ratio  of  their  abilities  to 
bear  it. 

It  may  further  be  remarked,  that  in  a  country 
wriich  is  in  a  state  either  of  rapid  advancement, 
or  decay,  a  land-tax,  according  to  a  fixed  valua- 
tion, causes  inequalities  which  vary  from  day  to 
day.  If  the  country  be  improving,  and  the  rents 
consequently  advancing,  the  tax  comes  by  de- 
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grees  to  bear  a  smaller  proportion  to  the  nett 
rent,  and  the  differences  occasioned  by  it,  in 
the  comparative  value  of  the  several  lands,  are 
in  the  same  degree  diminished*  If,  on  the 
other  hand,  rents  be  declining,  those  differences 
every  year  become  of  greater  consequence.  Let 
us  suppose  that  of  two  estates,  each  rented  at 
lOOL,  one  pays  10l.,  the  other  2ol.  of  land-tax; 
the  free  income  of  the  two  proprietors,  after  de- 
ducting the  tax,  will  be  to  each  other,  as  80l.  to 
90l.,  or  as  8  to  9 :  should  the  rents  rise  to  2001. 
without  any  alteration  on  the  tax,  the  free  in- 
comes will  be  to  each  other,  as  1 80L  to  1901.,  or 
as  18  to  19 :  should  the  rents  fall  to  50l.,  they 
will  be  to  each  other  as  301.  to  40l.,  or  as  3  to  4. 
In  the  one  case,  the  difference  of  nett  income 
from  the  estates,  and  consequently  of  their  actual 
value,  has  in  part  disappeared ;  in  the  other,  it 
has  greatly  increased.  Thus  a  tax,  such  as  we 
are  now  considering,  is  constantly  producing 
alterations  in  the  relative  value  of  lands ;  but  un- 
less the  changes  in  the  circumstances  of  the 
country  be  very  rapid,  such  variations  are  so 
little  perceived,  that  perhaps  they  form  no  solid 
practical  objection  to  this  mode  of  raising  a  pub- 
lic revenue. 

If  the  tax  be  rated  in  money,  similar  inequali- 
ties must  proceed  from  fluctuations  in  the  value 
of  the  currency.  A  rise  in  the  value  of  the  cur- 
rency will  operate  precisely  as  an  increase,  and  a 


5C1  OF  LAND-TAX. 

fall  in  that  value  as  a  reduction,  of  the  land-tax. 
The  obvious  corrective  is  to  rate  the  tax  in  corn 
convertible  into  money  according  to  the  average 
price  of  the  ten  or  twelve  precedingyears.  As  alte- 
rations in  the  value  of  the  currency  must  occasion 
variations  of  the  same  nature,  both  in  rents,  and 
in  the  average  price  of  grain,  a  tax  levied  accord- 
ing to  the  average  price  of  corn  will  always  main- 
tain nearly  the  same  proportion  to  the  nett  rent 
of  the  estate.  The  natural  fluctuations,  however, 
in  the  value  of  money,  unless  accelerated  by  in- 
judicious interferences  of  government,  are  in  or- 
dinary cases  still  more  gradual  than  those  in  the 
circumstances  of  the  country,  and,  on  that  ac- 
count, it  may  perhaps  be  unnecessary  to  obviate 
inequalities  which  can  scarcely  be  felt. 

Upon  the  whole,  it  would  appear,  that  a  land- 
tax  according  to  an  unvarying  valuation  is,  at  its 
commencement,  one  of  the  most  unjust  and  op- 
pressive modes  of  levying  a  public  revenue ;  but 
that  in  the  course  of  time  its  inequalities  disap- 
appear,  till  at  last  it  becomes  so  interwoven,  and 
blended  with  the  fortunes  of  individuals,  that  it 
no  longer  can  be  considered  as  a  burden  on  any 
member  of  the  community  ;  and  when  this  has 
taken  place,  it  can  neither  be  equalized,  increa- 
sed,  diminished,   nor  suppressed,   without  the 
greatest  injustice.  A  nation,  having  no  such  tax, 
will  do  well  to  avoid  it ;  but  wherever  it  has  been 
levied  for  a  number  of  years,  it  ought,  as  in  Bri- 
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tain,  to  be  rendered  a  regular  and  perpetual 
source  of  public  supply,  unless  redeemed  at  a 
fair  valuation  by  the  proprietors  of  the  lands. 


SECTION  III. 

Of  Land-Tax  levied  according  to  the  real  Rents, 

If  the  rate  of  land-tax,  in  place  of  being  per* 
manent,  is  to  vary  with  the  circumstances  of  the 
country,  and  to  be  adapted  to  the  annual  expen- 
diture of  the  state,  less  injustice  would  ensue 
from  levying  it  according  to  the  real  rents,  than 
according  to  a  fixed  valuation.  Each  increase 
is,  in  reality,  a  new  tax,  though  assessed  upon 
the  model  of  an  old  one ;  and  if  an  accurate 
survey  ought  to  precede  the  first  imposition  of 
the  land-tax,  the  same  reasons  exist  for  a  si- 
milar survey  preceding  every  other.  Accord- 
ingly the  economists,  who,  considering  all  reve- 
nue as  derived  from  land,  have  recommended 
the  land-tax  as  a  substitute  for  every  impost, 
have  uniformly  maintained  that  new  surveys  from 
time  to  time  were  indispensable. 

A  land-tax,  levied  in  this  manner,  is  liable  to 
all  the  objections  already  stated  against  this 
source  of  public  revenue.  Although  the  amount 
of  the  tax  may  be  subject  to  variation,  every  per- 
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son  who  proposes  to  purchase  an  estate  will  con- 
sider how  much  its  average  rate  is  likely  to  be, 
and  will  deduct  a  full  allowance  on  that  account 
from  the  free  rent  according  to  which  he  values 
the  lands.  It  will,  therefore,  affect  landholders 
alone,  and,  to  the  entire  exemption  of  all  new 
purchasers,  will  be  paid  by  present  proprietors 
in  the  reduction  of  the  market  price  of  lands.  It 
will  also,  as  formerly  stated,  be  peculiarly  op- 
pressive to  such  landholders,  as,  from  impru- 
dence or  misfortune,  have  been  obliged  to  mort- 
gage their  estates.  But  besides  being  the  source 
of  unavoidable  injustice,  the  species  of  land-tax 
we  are  now  considering,  is  liable  to  objections  of 
a  different  nature* 

The  most  obvi6us  of  these  consists  in  the  diffi- 
culty of  ascertaining,  with  tolerable  precision, 
the  real  value  or  annual  free  rents  of  lands. 
Where  each  proprietor  is  anxious  to  shift  the 
burden  from  himself,  many  will  be  found  little 
scrupulous  with  regard  to  the  means;  and  not- 
withstanding all  the  checks  that  can  be  devised, 
it  is  to  be  feared  that  cunning,  prompted  by  in- 
terest, will  over-reach  that  attention  and  saga- 
city, which  are  recommended  only  by  a  general 
sense  of  equity  or  of  duty. 

It  may  appear,  on  a  cursory  view,  that  with  re- 
gard to  lands  let  to  tenants,  a  general  register  of 
leases  would  be  an  easy  and  accurate  mode  of 
ascertaining  the  rents.     But  where  concealment 
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eould  not  be  difficult,  many  ways  would  soon  be 
invented  for  diminishing  the  apparent  and  re- 
corded rent.  A  separate  bond  might  be  granted 
by  the  tenant  or  his  friends,  as  for  an  annuity 
purchased  for  a  term  of  years  ;  a  contract  might 
be  entered  into  for  a  quantity  of  corn  to  be  deli- 
vered every  year  at  a  low  price  ;  a  fine  might  be 
paid  at  the  commencement  of  the  lease,  without 
being  narrated  in  the  agreement ;  or  a  bond,  pay- 
able by  instalments,  might  be  granted  for  money 
said  to  have  been  lent  in  order  to  stock  the 
farm.  Unless  means  of  probable  detection  could 
be  devised,  it  were  vain  to  denounce  severe  pe- 
nalties  against   these  and   similar  frauds.     Dr 
Smith  was  of  opinion,  that  such  means  would  be 
found  by  entitling  the  landlord  or  tenant,  who 
should  lodge  information,  to  a  part  of  the  penal- 
ties. *    It  does  not  seem  very  probable,  however, 
that  the  landlord,  for  whose  benefit  the  fraud 
was  committed,  could  be  induced,  by  part  of  a 
penalty,  to  forfeit  his  honour,  and  permanently 
increase  the  tax  upon  his  estate.     Neither  is  it 
likely  that  any  bribe  could  induce  the  farmers 
to  submit  to  the  degrading  office  of  informers, 
to  incur  the  contempt  of  their  neighbours,  to 
expose  themselves  to  vexations  by  which  a  land- 
lord  may  always  torment,  and  sometimes  ruin, 
them,  and,  at  the  end  of  their  leases,  to  lose 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art.  L 
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their  farms,  for  a  reason  which  would  effectually 
prevent  them  from  procuring  any  other.  Occa- 
sionally, sudden  passion,  or  malicious  revenge, 
might  urge  a  farmer  to  accuse  his  landlord ;  but 
the  instances,  though  perhaps  sufficient  to  in- 
fuse uneasy  suspicions,  and  to  enable  an  unprin- 
cipled tenant  to  extort  unjust  concessions,  would 
be  far  too  rare  to  check  a  lucrative  fraud.  The 
upright,  therefore,  disdaining  all  tricks  and  eva- 
sions, would  be  heavily  taxed,  while  the  disho- 
nest went  free  ;  and,  false  leases,  and  false  regis- 
trations, being  notoriously  prepared  between  the 
landholders  and  their  tenants,  for  the  express 
purpose  of  defrauding  the  revenue,  the  morals 
of  those  classes  of  the  people  would  be  speedily 
corrupted. 

The  difficulty  of  valuing  rents  must  be  still 
greater,  when  the  proprietors  are  themselves 
the  cultivators  of  their  lands.  To  assess  them  by 
a  jury  of  their  neighbours,  as  proposed  by  Dr 
Smith,*  would,  in  a  great  degree,  be  an  exemp- 
tion from  the  tax.  Both  from  private  friendship, 
and  from  the  expectation  of  similar  favours,  the 
proprietors  of  a  district  would,  by  a  kind  of  tacit 
agreement,  mutually  underrate  the  value  of  each 
other's  lands  ;  and  where  every  thing  is  necessa- 
rily uncertain,  where  many  opposite  views  may 
be  entertained,  and  the  exact  circumstances  of 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art  I. 
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the  case  cannot  be  very  generally  known,  there 
is  no  effectual  control  by  public  opinion  on  dis- 
cretionary power.  In  a  short  time,  indeed,  pre- 
varication of  this  nature  would  be  so  common  as 
to  excite  little  notice ;  and  he  who  should  perse- 
vere in  making  fair  valuations,  would  subject  him- 
self to  the  charge  of  unfriendly  moroseness,  while 
in  reality,  with  the  most  honest  intentions,  he 
would  be  doing  injustice  to  his  neighbours,  by 
subjecting  them  to  a  higher  tax  than  the  other 
landholders  of  the  kingdom. 

Were  the  valuation  to  be  entrusted  to  public 
officers,  evils  still  more  serious  would  ensue. 
These  officers,  having  it  in  their  power  to  serve 
their  friends  at  the  expense  of  the  public,  would 
be  constantly  assailed  with  every  weapon  of  in- 
fluence and  corruption.  Surrounded  by  every 
kind  of  temptation,  few  could  be  expected  to  pre- 
serve their  integrity  ;  and  partly  from  the  discre- 
tionary nature  of  their  functions,  partly  from  the 
want  of  direct  interest  in  any  person  to  detect 
their  partialities,  every  check  devised  to  prevent 
their  collusion  with  the  landholders  would  prove 
ineffectual.  If  appointed  by  the  counties,  they 
would  be  apt  to  favour  that  part  of  the  country 
with  which  they  were  connected,  and  the  indivi- 
duals to  whose  votes  they  owed  their  situations : 
if  nominated  by  the  crown,  they  would  become 
a  convenient  engine  for  rewarding  the  friends 
and  overawing  the  opponents  of  a  corrupt  admi- 
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nistration.  Even  by  such  landholders  as  disdain- 
ed every  kind  of  fraud,  the  good-will  of  the  as- 
sessors would  be  assiduously  courted,  and  their 
enmity  avoided  by  the  concealment  of  political 
principle  and  the  sacrifice  of  public  duty :  for, 
although,  by  an  appeal  to  a  jury,  ultimate  oppres- 
sion might  perhaps  be  resisted,  no  defence  could 
be  found  against  inconvenience  and  vexation, 
cloaked,  as  they  easily  might  be,  under  the  sem- 
blance of  public  zeaL 

From  what  has  already  been  said,  it  can  scarce- 
ly fail  to  be  remarked,  that  this  species  of  land- 
tax  must  occasion  considerable  expense.      To 
see  that  all  leases  are  duly  entered  in  the  regis- 
ters, to  watch  the  progress  of  every  estate,  and 
summon  a  jury  from  time  to  time,  to  decide  on 
the  amount  of  each  amelioration,  still  more  to 
value  the  rents  of  such  lands  as  are  cultivated  by 
their  proprietors,  must  require  a  great  number 
of  intelligent  and  experienced  surveyors  ;   while 
to  keep  these  surveyors  to  their  duty,  and  to 
prevent  gross  and  palpable  frauds,  would  be  full 
employment  for  almost  as  many  respectable  su- 
perintendants.      That  the   assessment  may  be 
just,  amidst  the  rapid  variations  of  the  relative 
value  of  different  estates,  accurate  surveys  must, 
in  some  way  or  other,  be  frequently  repeated, 
and  the  expense  of  Such  surveys  will  deprive 
this   mode  of  raising   public  revenue  of  that 
cheapness  of  collection,  which  is  its  principal  re- 
commendation. 

6 
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The  chief  objection,  however,  to  a  land-tax 
according  to  real  rents,  next  to  its  injustice,  is 
its  tendency  to  discourage  the  improvement  of 
the  country.  The  only  inducement  which  a  pro- 
prietor can  have  to  improve  lands  at  a  distance 
from  his  house,  is  the  expectation  of  his  outlay 
being  speedily  returned  to  him  in  the  rise  of  his 
rents.  But,  if  this  increase  of  rent  is  to  be  at- 
tended with  an  increase  of  tax,  the  date  of  his 
reimbursement,  and  of  the  expected  profit,  for 
which  he  submitted  to  both  trouble  and  expense, 
must  be  postponed.  If,  by  laying  out  3001.  ou 
his  estate,  a  proprietor  can  add  1  Si.  a  year  to  his 
rental,  besides  receiving  the  interest  of  his  out- 
lay, he  comes  into  possession  of  101.  a  year, 
which,  according  to  calculations  of  compound 
interest,  will  return  his  1  OOl.  in  little  more  than 
eight  years  ;  after  which  time,  all  the  additional 
rent  is  clear  profit  on  the  transaction.  But  if  j 
in  consequence  of  this  advancement  in  rent,  his 
tax  is  raised  3l.  a  year,  there  remains  to  him,  be- 
sides interest,  only  7I.  of  increased  rent,  which 
will  not  reimburse  him  for  his  outlay  in  less 
than  eleven  years.  Should  the  expected  returns 
be  less  than  1 5  per  cent.,  the  tax,  as  it  is  altoge- 
ther a  deduction  from  what  remains  after  paying 
the  ordinary  interest  on  the  advances,  while  it  is 
rated  according  to  the  whole  additional  rent, 
will  operate  still  more  as  a  discouragement  to 
improvement.     Thus,  if  the  outlay  of  100  .pro- 
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duces  an  increased  rent  of  Si.,  the  improver  hav- 
ing annually  si.  more  than  interest,  would  be  reim- 
bursed in  20  years  ;  but,  if  ll.  12s.,  or  four  shil- 
lings in  the  pound,  be  levied  as  a  tax,  there  re- 
mains, after  deducting  interest,  only  ll.  8s., 
which  will  not  return  the  capital  in  less  than  31 
years.  A. landholder  possessing  the  requisite 
funds  may  prefer  purchases  of  additional  lands, 
houses,  or  public  stock,  to  improvements  from 
which  the  returns  are  so  slow ;  and  he  who  is 
obliged  to  borrow  the  money,  will  be  apt  to  go 
on  with  a  very  imperfect  system  of  culture,  ra- 
ther than  involve  himself  in  debts,  which  he  has 
only  a  very  distant  prospect  of  repaying. 

That  branch  of  the  improvement  of  a  country 
which  is  carried  on  by  farmers,  is  also,  in  some 
degree,  retarded  by  a  tax  on  real  rents.  With- 
out a  lease  for  a  considerable  term,  no  tenant 
can  be  expected  to  engage  in  any  important  im- 
provement, it  being  obviously  his  interest  to 
adapt  his  system  of  culture  to  the  production  of 
immediate  profit,  rather  than  to  the  permanent 
amelioration  of  the  lands.  To  grant  such  leases 
of  unimproved  lands  will,  however,  be  ultimate- 
ly advantageous  to  the  proprietor,  who  may  ex- 
pect a  full  compensation,  at  the  end  of  the  term, 
in  the  additional  value  which  the  farmer's  skill 
and  capital  have  bestowed  on  his  estate.  But 
if,  at  the  end  of  the  lease,  government  is  to  share 
in  the  rise  of  his  rents,  his  inducements  to  put 
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his  lands  so  long  out  of  his  own  possession  must 
be  proportionally  diminished,  and,  in  many  cases, 
he  may  prefer  the  influence  which  he  possesses 
over  tenants  at  will,  or  the  accession  gradually 
arising,  without  any  outlay  or  sacrifice  on  his 
part,  from  the  prosperity  of  the  country,  to  ad- 
vantages which,  besides  being  distant,  are  mate- 
rially diminished  by  the  operation  of  the  tax. 

The  practice  of  exacting  fines,  which  would 
probably  be  one  of  the  means  of  evasion  most 
generally  resorted  to,  would  not  fail  to  be  still 
more  prejudicial  to  agriculture.  If  the  tenant 
pay  down  a  sum  of  money  at  the  commencement 
of  his  lease,  he  will  always  be  deprived  of  part  of 
that  capital,  with  which  he  might  have  improved 
his  farm  ;  not  unfrequently  he  will  even  be  inca- 
pacitated from  following  out  the  most  advanta- 
geous rotation  of  crops.  His  farm  being  under- 
stocked, he  will  be  forced  either  to  leave  part  of 
his  lands  uncultivated,  or  to  labour  the  whole  in 
a  parsimonious  and  insufficient  manner.  So  far 
from  making  improvements,  his  mode  of  cultiva- 
tion will  scarcely  prevent  deterioration,  and  the 
landholder  may  think  himself  fortunate,  if  he  re- 
ceive back  the  land  at  the  end  of  the  lease,  in 
as  good  a  state  as  he  had  delivered  it  at  its  com- 
mencement. 

It  has  been  proposed,  as  the  means  of  obvi- 
ating all  objections  of  this  nature,  to  allow  the 
rents  to  be  valued  before  any  improvement  was. 
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begun,  and  to  charge  the  tax  according  to  that 
valuation,  for  such  a  number  of  years  as  might 
be  sufficient  to  replace  the  expense  of  the  im* 
provement.*  Such  a  regulation  would  be  the 
source  of  many  frauds  and  of  endless  litigation. 
While  a  country  is  in  a  prosperous  state,  and  ca- 
pital and  population  are  increasing,  or  when,  in 
consequence  of  the  productiveness  of  mines,  or 
an  increase  of  bank  notes,  the  exchangeable  va- 
lue of  the  currency  is  progressively  diminishing, 
the  rent  of  lands,  independently  of  all  agricultu* 
ral  improvements,  must  continue  to  advance.  In 
such  circumstances,  it  is  so  advantageous  to  fix 
for  a  number  of  years  the  valuation  of  an  estate, 
and  consequently  the  amount  of  the  tax,  that 
many  improvements  of  land  would  be  proposed 
without  any  view  of  their  being  executed,  and 
entirely  abandoned  as  soon  as  they  had  afforded 
a  plausible  pretext  for  valuing  the  rents,  The 
most  rigorous  police  could  merely  enforce  an  ap- 
pearance of  improvement,  calculated  to  evade 
the  penalties  of  the  law  ;  nor  could  even  this  be 
done,  without  permitting  a  most  vexatious  inqui- 
sition, and  stationing  in  every  part  of  the  coun- 
try a  multitude  of  officers,  who,  at  their  own 
discretion,  might  institute  harassing  prosecutions, 
or  connive  at  gross  violations  of  the  law.  Where 
the  terms  of  the  statute  must,  of  necessity,  be 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art.  I. 
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loose  and  inaccurate,  each  officer  would  be  at 
liberty  to  interpret  them  according  to  his  friend- 
ships, enmities,  or  interests. 

Independently  of  the  difficulties  attending  its 
execution,  an  act  authorising  valuations  previous- 
ly to  projected  improvements,  could  be  only  a 
partial  mitigation  of  the  evil.  It  might  prevent 
the  tax  from  standing  in  the  way  of  extensive 
and  magnificent  undertakings,  but  it  would  be 
wholly  inapplicable  to  those  gradual  and  pro- 
gressive ameliorations,  which,  upon  the  whole, 
are  much  more  beneficial.  When  a  proprietor 
can  reduce  his  expenditure  below  his  income,  he 
is  naturally  inclined  to  expend  his  surplus  in  the 
cultivation  of  his  lands ;  if  in  this  way  it  be  as 
profitable,  or  nearly  as  profitable,  to  him  as  in 
any  other.  But  the  sum  which  at  any  one  time 
he  can  afford  to  expend,  is  too  trifling  to  entitle 
him  to  value  his  lands,  and  fix  for  years  the 
amount  of  his  tax.  He  must,  therefore,  still  re- 
main subject  to  that  discouragement  which  the 
act  permitting  valuation  was  intended  to  remove. 
Not  perceiving  so  certain  or  immediate  advan- 
tage from  the  possession  of  a  moderate  sum  of 
money,  he  has  fewer  incitements  to  rigid  econo- 
my, and  even  if  he  does  save  part  of  his  income, 
he  has  greater  temptations  to  purchase  new  lands, 
or  to  employ  his  surplus  in  some  other  specula- 
tion not  subjected  to  direct  taxation. 
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Such  a  regulation  as  we  are  now  considering 
would  not  prevent  a  tax  on  real  rents  from  dis- 
couraging long  leases,  or  from  introducing  fines 
as  a  mode  of  evading  the  contribution.  It  would 
therefore  remove  none  of  the  obstructions  to  that 
improvement  of  the  country  carried  on  by  te- 
nants, which  is  probably  the  least  expensive  and 
most  effectual  mode  of  increasing  the  annual 
produce  of  the  soil. 

A  tax  liable  to  such  objections  ought  surely  to 
form  no  part  of  the  public  resources.  The  land 
is  a  great  capital,  unproductive,  or  nearly  so, 
without  the  aid  of  the  farmer's  stock  ;  and  con- 
sequently whatever  impedes  the  progress  of  agri- 
culture, not  only  "  obstructs  the  industry  of  the 
"  people,  and  prevents  them  from  applying  to  a 
"  branch  of  business  which  might  give  mainte- 
"  nance  and  employment  to  multitudes,''  but 
also  deprives  the  country  of  the  rent,  or  return 
for  the  fixed  capital,  which  might  otherwise  have 
formed  part  of  the  aggregate  revenue  of  the  na- 
tion. Nor  should  it  ever  be  forgotten,  that  in  per- 
manency of  employment,  and  exemption  from 
fluctuations  of  demand,  in  its  effects  on  the  health 
and  morals  of  the  people,  and  its  power  of  ren- 
dering national  policy  independent  of  other  coun- 
tries, agriculture  has  decided  advantages  over 
every  other  source  of  wealth. 


OF  LAND-TAX. 


SECTION  IV. 


Of  a  Land-Tax  levied  according  to  the  gross  Produce  of 
the  Soil, 


A  tax  on  the  produce  of  land,  without  any  re- 
ference to  the  expenses  of  culture,  forms  a  branch 
of  the  public  revenue  of  many  of  the  Asiatic 
states;  and  a  similar  tax,  known  by  the  name 
of  tithe,  has  been  very  generally  appropriated, 
in  modern  Europe,  to  the  support  of  the  clergy. 
This  contribution,  introduced  during  the  age  of 
superstition,  in  conformity  to  a  custom  establish- 
ed among  the  Jews,  has  been  zealously  defended 
by  the  church ;  and  even  in  these  enlightened 
times,  a  divine  right  is  sometimes  asserted  to  the 
continuance  of  the  most  iniquitous  imposition 
that  ever  was  invented  by  rapacity,  or  submitted 
to  through  ignorance.  Such,  indeed,  is  the  in- 
fluence of  the  clergy,  such  the  destructive  con- 
sequences of  the  famed  alliance  between  church 
and  state,  that  in  England,  it  may  yet  be  many 
years  before  any  administration  have  the  bold- 
ness to  modify,  far  less  to  abolish,  the  tithe; 
and  the  attempt,  if  made  in  a  rash  or  inconside- 
rate manner,  might  probably  occasion  civil  con* 
vulsions. 

VOL.  III.  e 
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If  the  tithe  be  levied  as  part  of  the  public  re- 
venue, it  must  occasion  a  most  enormous  expense 
in  the  collection  and  management.  When  every 
farmer  is  endeavouring  to  cheat,  even  a  multi- 
tude of  officers  cannot  prevent  innumerable 
frauds  ;  and  if  so  great  a  quantity  of  produce  is 
to  be  received  and  sold  for  the  public  account, 
or  a  specific  bargain  is  annually  to  be  made  with 
regard  to  the  crop  of  each  particular  field,  the 
loss  by  ignorance,  carelessness,  waste,  and  pecu- 
lation, must  be  enormous.  Less  perhaps  will 
reach  the  treasury,  in  proportion  to  what  has  been 
levied  from  the  people,  by  this,  than  by  any  other 
known  mode  of  taxation. 

But  if  the  tithe  be  assigned  for  the  mainte- 
nance of  the  religious  establishment,  the  difficul- 
ty of  levying  fit  disappears.  By  its  being  distri- 
buted and  parcelled  out  among  the  clergymen 
who  officiate,  or  ought  to  officiate,  in  the  several 
parishes,  a  sufficient  number  of  revenue  officers, 
immediately  interested  in  the  produce  of  the  tax, 
maybe  procured  under  anothername,  and  without 
any  additional  expense  to  the  state.  It  is  true, 
that  these  revenue  officers,  like  all  others,  are  apt 
to  become  unpopular.  In  whatever  way  the 
tithe  ultimately  affects  the  rent,  it  is  the  interest 
of  the  farmer,  in  each  particular  year,  to  pay  as 
little  as  he  can,  and  that  of  the  parson  to  make 
him  pay  as  much.  Disputes  and  quarrels,  in  such 
circumstances,  must  frequently  arise :  those  who 
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were  meant  to  be  the  comforters  of  the  poor  will 
be  ranked  with  their  oppressors ;  mutual  dislike 
will  spring  up  between  the  public  instructors  and 
those  whom  it  is  their  duty  to  instruct ;  and  the 
chief  benefits  expected  from  a  national  establish- 
ment will  be  impaired,  if  not  altogether  lost.  Such 
considerations  are  disregarded.  The  tithe  rises 
on  the  ingenuity  and  industry  of  the  peasants,  on 
the  progress  of  agricultural  knowledge,  and  the 
general  improvement  of  the  country :  and  the 
church,  becoming  opulent,  is  considered  as  flou- 
rishing, even  while  the  clergy  are  obliged  to  re- 
linquish part  of  their  legal  rights,  or,  by  losing 
the  respect  and  love  of  their  parishioners,  to  see 
the  numbers  of  dissenters  daily  increase. 

At  the  first  institution  of  the  tithe  it  will  be  the 
most  unjust  of  all  taxes.  After  the  expiry  of  cur- 
rent leases  (during  which  it  would  be  a  grievous 
oppression  on  the  farmer,)  like  other  land-taxes, 
it  falls  entirely,  or  almost  entirely,  on  the  landhold- 
er ;  for  as  the  wages  and  profits  of  farming  must 
be  proportioned  to  other  wages  and  profits,  the  es- 
timated amount  of  the  tax  will  be  deducted  from 
the  future  rent.  The  proportion,  however,  which 
the  rent  bears  to  the  whole  produce  is  very  vari- 
ous ;  the  labour  and  capital  employed  on  poor 
soils  may  be  as  great,  and  frequently  are  greater, 
than  what  is  required  for  the  culture  of  the  rich- 
est lands ;  but  as  the  total  produce  is  very  differ- 
ent, in  the  one,  a  small,  in  the  other,  a  large 
portion  of  the  average  produce  will  remain  as  the 
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landlord's  rent,  after  defraying  the  farmer's  profit, 
and  all  the  charges  of  cultivation.   To  levy  from 
the  proprietor  a  tenth  part  of  that  produce,  which, 
as  it  replaces  the  annual  outlay,  forms  no  part  of 
his  income,   is  to  tax  him  for  what  he  does  not 
possess,  and  to  make  him  contribute,  not  in  pro- 
portion to  his  wealth  compared  to  that  of  other 
]andholders,  but  according  to  the  natural  po- 
verty of  his  lands.   If  we  should  suppose  the  ex- 
penses and  profits  of  farming  to  amount  to  71.  an 
acre,  and  the  average  produce  of  one  estate  to 
be  8l.,  of  another  121.  an  acre;  the  rent  of  the 
first,  or  what  remains  after  defraying  the  farming 
charges,  will  be   ll.,  that  of  the  other,  $1.  per 
acre.     But  the  tithe  being  levied  on  the  gross 
produce,  will  be  equal  to  \  6s.  on  the  former,  and 
24s.  on  the  latter.     The  proprietor  of  the  poor 
lands  will  pay  16s,  of  his  ll.,  or  80  per  cent,  of 
his  nett  rent ;  while  the  proprietor  of  the  rich 
lands  will  be  taxed  only  in  24s.  of  his  5l.  that  is, 
only  24  per  cent,  of7  his  free  income.   The  value 
of  their  respective  estates  will  be  diminished  in 
the  same  proportion.     Supposing  each  to  have 
been  worth  lOOOl.,  the  one,  immediately  after 
the  imposition  of  the  tithe,   will  sell  for  7601. 
while  the  marketable  value  of  the  other  will  be 
reduced  to  2001. 

After,  indeed,  the  tithe  has  been  long  esta- 
blished, this  inequality,  like  those  proceeding 
from  unfair  permanent  valuations,  gradually  dis- 
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appears  ;  and  recent  proprietors,  who  have  paid 
the  price  only  of  that  part  of  the  rent  which  is 
not  swallowed  up  by  the  tithe,  although  the 
lands  around  them  should  be  less  heavily  bur- 
dened, have  no  longer  any  cause  of  complaint. 

But  though  the  injustice  originally  produced 
by  the  tithe  is  gradually  lessened,  the  other  evils 
occasioned  by  it  are  in  no  respect  mitigated  by 
time.  In  discouraging  improvements  carried  on 
by  the  proprietors,  the  tithe  operates  exactly  like 
a  tax  on  real  rents  uncorrected  by  any  previous 
valuation  of  the  land ;  and,  although  it  holds 
out  no  inducement  to  the  practice  of  exacting 
fines,  it  is  probably  still  more  adverse  to  those 
improvements  carried  on  by  tenants.  A  tax  on 
real  rents  does  not  affect  the  farmer  during  the 
currency  of  his  lease,  but  leaves  him  the  whole 
of  his  increased  produce  to  repay  his  improve- 
ments. The  tithe,  on  the  other  hand,  attaches 
to  every  additional  produce  the  instant  it  comes 
into  existence,  diverts  into  other  channels  those 
returns,  which,  had  they  not  been  intercepted, 
would  have  replaced  the  capital  expended  on 
the  land,  and  by  thus  prolonging  the  term  of  re- 
imbursement, produces  a  necessity  of  longer 
leases.  At  the  same  time,  it  discourages  the 
granting  of  such  leases,  by  diminishing  the  ad- 
vantages, which,  at  their  expiry,  would  accrue 
to  the  proprietors,  in  the  improved  condition  of 
their  estates.  It  may,  therefore,  be  viewed  nearly 
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as  a  direct  prohibition  on  the  cultivation  of  such 
lands,  as,  from  former  neglect,  the  original  po- 
verty of  the  soil,  or  the  want  of  proper  drains 
and  in  closures,  cannot  be  rendered  profitable 
without  considerable  advances. 

Nor  is  this  all.  By  preventing  the  farmer  from 
labouring  his  grounds  in  the  most  complete  man- 
ner, and  from  raising  the  most  productive,  which 
are  usually  the  most  expensive,  crops,  the  tithe 
is  no  less  prejudicial  to  ordinary  culture  than  to 
permanent  improvement.    It  is  evidently  the  in- 
terest of  a  tenant  whose  rent  is  fixed,  to  employ 
more  money  in  the  annual  culture,  whenever  he 
can  draw  an  adequate  profit  on  the  additional 
stock.     If,  by  altering  his  system  of  farming,  by 
ploughing  more  thoroughly,  by  manuring  in  a 
better  manner,  or  substituting  a  different  succes- 
sion of  crops,  he  can  raise  more  corn  in  propor- 
tion to  the  capital  employed,  he  will  naturally 
prefer  that  system  of  management,  which,  though 
more  expensive,  is  ultimately  most  beneficial. 
But  that  the  more  expensive  system  should  be 
the  most  profitable,  it  is  requisite  that  the  gross 
annual  produce  should  be  considerably  increased ; 
and  if  the  tax,  being  levied  on  this  gross  produce, 
is  also  to  be  raised,  the  most  approved  system  of 
culture,  in  order  to  be  advantageous  to  the  far- 
mer, must  not  only  yield  a  reasonable  profit  on 
the  outlay,  but  likewise  an  additional  produce 
equivalent  to  the  increase  of  the  tax, 


OF  LANJD-TAX.  71 

Let  us  suppose  that  a  farm,  let  for  1001.  a 
year,  requires  an  annual  outlay,  including  the 
wages  of  the  tenant  and  his  family,  to  the  amount 
of  .3001.,  and  yields  crops  worth  5001.  The  tithe 
on  this  farm  will  be  50l.,  and  there  will  remain 
to  the  farmer  other  5()1.  after  paying  his  rent  and 
replacing  his  farming  stock.  This  50l.  of  profit 
is  equal  to  1 61  per  cent,  on  the  3001.  which  he 
had  employed  in  cultivation.  In  such  circum- 
stances, it  would  be  his  interest  to  employ  an  ad- 
ditional sum  in  farming,  if,  by  so  doing,  he  could 
draw  from  it  the  same  profit  as  from  the  rest  of 
his  stock. 

If  we  were  now  to  suppose  the  tithe  repeal- 
ed, it  is  plain  that  his  rent,  on  the  expiry  of  his 
lease,  would  be  raised  50\.  a  year  ;  but  this,  like 
the  rest  of  the  rent,  would  be  a  fixed  sum  not  to 
be  affected  by  the  adoption  of  a  superior  style  of 
culture.  Whenever,  therefore,  he  found  that  by 
employing  4O0I.  in  place  of.  3001.,  he  could  raise 
the  gross  produce  from  5001.  to  6161.  J  5s.,  he 
would  endeavour  either  to  save  or  to  borrow  the 
additional  sum  required  for  a  superior  style  oi 
cultivation. 

But,  by  the  operation  of  the  tithe,  the  new 
produce  of  ]  161.  15s.  is  reduced  to  about  1051., 
leaving  him  only  5  in  place  of  1 6f  per  cent,  on 
his  increased  stock.  In  order  that  he  should  de- 
rive the  same  profit  from  his  new  as  from  his  old 
capita],  in  other  words,  in  order  that  lie  should 
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kave  any  encouragement  to  farm  in  such  a  style 
as  required  an  additional  lOOl.  of  annual  outlay, 
it  would  be  requisite  that,  by  so  doing,  his  gross 
produce  should  be  increased  by  1291.  15s.,  that 
is,  about  J 3  per  cent,  more  than  would  have  been 
necessary  had  no  tax  been  levied  on  the  increa- 
sed produce  of  the  lands. 

It  is  even  possible,  where  tithes  are  exacted, 
that  the  style  of  culture  may  degenerate  in  the 
midst  of  riches  and  an  increasing  population. 
Although  by  restricting  the  annual  outlay  to 
2001.  the  produce  should  be  reduced  from  5001. 
to  375L,  it  will  be  for  the  interest  of  the  farmer 
to  adopt  this  inferior  style  of  managing  his  lands. 
His  tithe  being  reduced  to  371.  1 0s.,  there  will 
remain,  after  paying  his  rent  of  lOOl.  and  repla- 
cing his  outlay,  37  h  10s.  of  profit,  which,  on  his 
decreased  stock  of  2001.,  is  equal  to  1  Si  per  cent, 
in  place  of  !6f  per  cent,  which  he  had  been  ac- 
customed to  receive. 

Had  there  been  no  tithe,  the  restriction  of  his 
outlay  would  have  been  very  disadvantageous. 
In  such  a  case,  his  fixed  rent  would  have  been 
1501.  a  year,  and  when  this  sum  and  the  c200l. 
of  annual  advances  had  been  deducted  from  the 
3751.  of  gross  produce,  he  would  have  drawn  on- 
ly 251.  or  1 2h  per  cent,  on  the  reduced  capital 
which  he  had  employed.  The  same  destructive 
parsimony,  which  ought  to  have  reduced  his  pro- 
fits from  I6f  to  12i  per  cent.,  may,  by  the  opera- 
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tion  of  the  tax,  raise  them  to  18f  per  cent.,  and 
thus  a  direct  premium  equal  to  61  per  cent,  is 
bestowed  on  a  mode  of  culture  which  diminishes 
the  annual  produce  of  the  land.  Such  a  pre- 
mium must  discourage  the  progress,  and  may 
even  occasion  the  decline,  of  agriculture  ;  while 
it  will  often  prove  an  effectual  bar  to  the  raising 
of  expensive  crops,  even  though  they  may  be  so 
adapted  to  the  soil,  as  to  promise  important  ad- 
vantages to  the  proprietor,  the  farmer,  and  the 
nation. 

This  tax  may,  in  a  great  measure,  account  for 
the  stationary  condition  of  agriculture  in  many 
parts  of  England,  notwithstanding  the  general 
opulence  of  the  inhabitants,  and  the  excellence 
of  the  soil  and  climate  *,  while  Scotland,  a  coun- 
try in  every  respect  inferior,  bat  free  from  the 
oppression  of  tithes,  is  daily  making  the  most 
astonishing  advances.  It  is  here  that  the  Eng- 
lish landholders  will  find  the  chief  cause  of  the 
depression  of  their  rents  below  those  of  the  north- 
ern part  of  the  island  ;  a  depression  not  merely 
equal  to  the  amount  of  the  tithe,  but  also  pro- 
portioned to  the  inferior  style  of  agriculture 
■which  it  powerfully  tends  to  introduce  and  per- 
petuate. 

It  has  usually  been  argued  that  the  tithe,  as 
it  falls  altogether  on  the  rent,  and  has  been  com- 
pensated to  the  proprietor  in  the  cheapness  of 
the  land,  can  be  no  oppression  on  any  class  of 
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the  inhabitants  ;  and  consequently  that  the  com- 
plaints of  farmers  are  without  foundation.    This 
opinion  is  far  from  being  correct.     The  farmer 
is  aggrieved  by  being  prevented  from  laying  out 
advantageously,  under  his  own  eye,  whatever  he 
may  have  saved  from  his  annual  income,  as  well 
as  what  his  known  industry  and  prudence  may 
enable  him  to  borrow  from  his  friends.    Though 
nothing  be  actually  taken  from  him,  he  is  depri- 
ved of  all  which  the  law  prevents  him  from  ac- 
quiring.    But  if  he  possess  unusual  skill,    dex- 
terity, or  assiduity,  he  has  also  to  complain  of 
being  directly  taxed.     Were  ali  that  he  had  to 
pay  fixed  like  the  rent,  the  whole  advantage  of 
his  talents  or  acquirements  would  remain  with 
himself.      But  when   the  tithe   is    established, 
the  benefit  derived  from  superior  industry  or 
ingenuity,  must  be  shared  with  a  set  of  strangers 
who  have  contributed  in  no  respect  whatever  to 
the  increased  production  of  the  land.  Indolence 
is  so  common  a  failing  of  mankind,  and  the  pro- 
pensity to  follow  in  the  beaten  track  is,  in  parti- 
cular, so  prevalent  among  the  peasantry,  that  it 
might  be  wise  policy  in  a  nation,  desirous  of  en- 
couraging the  most  useful  employment  of  her 
capital  and  labour,  to  bestow  premiums  on  agri- 
cultural enterprise  and  discovery  ;  but  in  place 
of  such  encouragements,  the  farmer  finds  a  part 
of  the  natural  reward  of  his  ingenuity,  his  expe- 
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rience,  and  his  risks,  intercepted  by  this  most 
unjust  and  impolitic  tax. 

It  is  impossible  to  review  those  numerous  and 
destructive  evils  which  seem  inseparable  from 
the  tithe,  without  rejecting  altogether  this  mode 
of  providing  a  revenue,  whether  for  the  state,  or 
for  that  religion  which  the  state  has  thought  pro- 
per to  adopt.  But  when  this  contribution  has 
been  long  established,  and  the  landholders  have 
purchased  their  estates  at  a  proportional  under- 
value, it  would  be  unjust  to  the  rest  of  the  na- 
tion to  abrogate  it,  without  substituting  some 
other  burden  affecting  exclusively  the  proprie- 
tors of  land.  Landholders  have  indeed  a  claim 
to  be  relieved  from  every  disadvantage  which  is 
not  beneficial  to  the  rest  of  the  people,  and  still 
more  from  what  is  necessarily  adverse  to  national 
improvement.  But  all  that  they  are  justly  enti- 
tled to  would  be  effected,  by  converting  the  tithe 
into  a  permanent  land-tax  on  each  estate,  ac- 
cording to  the  average  rate  at  which  it  was 
chargeable  during  the  last  ten  years ;  and,  in  or- 
der that  this  tax  might  not  vary  according  to 
fluctuations  in  the  value  of  the  currency,  it  might 
be  fixed  at  a  certain  quantity  of  corn  to  be  an- 
nually converted  into  money,  at  the  ordinary 
market  price.  We  should  thus  be  freed  from  the 
numerous  evils  attendant  on  tithes,  without  al- 
tering the  relative  wealth  of  individuals,  or  de- 
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priving  the  nation  of  a  revenue,  which,  accord- 
ing as  a  religious  establishment  may  be  thought 
beneficial  or  useless,  might  be  assigned  for  the 
maintenance  of  a  regular  clergy,  or  made  appli- 
cable to  the  other  purposes  of  the  state. 


CHAPTER  III. 

Of  Taxes  on  Interest  of  Money. 

In  every  country  in  which  capital  has  been  ac- 
cumulated, some  people  will  be  found,  who,  in 
place  of  employing  their  stocks  themselves,  are 
inclined  to  lend  them  to  others,  being  content 
to  receive  a  smaller  annual  revenue  in  return  for 
exemption  from  risk.  In  such  countries,  there 
will  also  be  found  two  descriptions  of  people  in- 
clined to  give  an  annual  compensation  for  the 
use  of  capital.  1st,  Those  who,  spending  more 
than  their  annual  income,  prefer  the  contraction 
of  debt  to  the  disposal  of  their  lands ;  and,  c2d\y9 
merchants  who  are  willing  to  give  a  premium  for 
the  use  of  capital,  that  is,  to  divide  their  profits 
with  the  capitalist,  rather  than  be  prevented  by 
the  want  of  funds,  from  availing  themselves  of 
advantages  in  other  respects  within  their  reach. 
The  first  class  of  borrowers,  in  a  commercial 
country,  bears  a  very  small  proportion  to  the  se- 
cond ;  and  on  this  account,  the  rate  of  interest 
which  they  find  it  necessary  to  pay,  making  al- 
lowance for  their  ignorance  and  carelessness,  as 
well  as  for  the  nature  and  value  of  the  security 
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which  they  have  to  offer,  is  very  much  regulated 
by  that  which  is  paid  by  what  may  be  character- 
ised as  the  industrious  class  of  debtors. 

The  great  inducement  to  borrowing  being 
thus  the  profit  that  may  be  expected  from  the 
employment  of  capital,  whatever  affects  the  or- 
dinary rate  of  profit,  must,  in  a  similar  manner, 
affect  the  ordinary  rate  of  interest.  If,  by  any 
means,  profits  should  rise,  more  people  will  im- 
mediately become  desirous  of  borrowing  money 
which  can  be  so  advantageously  employed,  and 
this  increase  of  demand  will  be  attended,  as  usual, 
by  an  increase  of  price.  If  profits  should  fall, 
fewer  will  wish  to  borrow  funds,  of  which  the 
returns  are  diminished,  and  the  rate  of  interest 
will  decline. 

These  consequences,  indeed,  will  not  immedi- 
ately follow  from  a  sudden  or  temporary  fluctua- 
tion of  profit.  Very  high  profits,  the  effect  of 
an  extraordinary  demand  for  the  rude  or  manu- 
factured produce  of  a  nation,  .may  so  speedily 
allure  new  adventurers,  as  to  increase  very  sud- 
denly the  demand  for  capital,  and  raise  the 
rate  of  interest  even  more  rapidly  than  the  rate 
of  profit  has  advanced.  But  in  opposite  circum- 
stances, the  first  effect  of  a  sudden  diminution 
of  profits  on  interest  will  sometimes  be  very  dif- 
ferent from  what  we  should  be  led  to  expect. 
Adventurers,  unfortunate  in  one  year,  will  hope 
to  be  more  successful  in  the  next.     In  place  of 
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contracting  their  trade,  they  will  endeavour  to 
continue,  or  even  to  enlarge  it,  and  having  lost 
part  of  their  own  capital,  they  will  endeavour  to 
replace  the  deficiency  by  that  of  others.  The 
demand  for  stock  may  consequently  be  increa- 
sed for  some  time  by  unsuccessful  trade  ;  but 
this  effect  will  be  transient,  and  whenever  the 
immediate  pressure  on  merchants  is  moderated, 
the  rate  of  interest  will  again  be  regulated  by 
that  of  profits. 

In  the  same  manner,  a  very  unusual  expendi- 
ture, such  as  that  occasioned  by  war,  will,  for 
a  time,  enhance  the  rate  of  interest,  even  though 
that  of  mercantile  profit  has  declined.  Those 
who  have  engaged  in  speculations  to  be  carried 
on  in  part  by  loans,  must  raise  the  requisite 
funds  whatever  may  be  the  expense ;  others  feel 
an  unwillingness  to  circumscribe  their  trade, 
on  account  of  what  they  deem  a  temporary  pres- 
sure ;  and  from  those  circumstances,  while  no- 
thing has  occurred  to  enlarge  the  capital  of  the 
country,  the  new  demand  from  government  is  at 
first  altogether  an  addition  to  the  usual  demand 
for  mercantile  stock.  Such  a  rise  of  the  rate  of 
interest  must,  however,  be  temporary.  If  pro- 
fits do  not  advance,  merchants  will  gradually 
contract  their  business,  and  the  demand  will 
again  be  brought  down  more  nearly  to  the  sup- 
ply. If  the  ordinary  proportion  be  not  altoge- 
ther re-established,  it  must  be  owing,  partly  to 
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war  opening  branches  of  trade,  in  which,  though 
the  risk  is  considerable,  the  profits  are  very  high, 
but  principally  to  the  progressive  public  expend- 
iture, by  which  the  demand  from  government 
advances  faster,  than  the  trade  of  the  country  is 
circumscribed. 

It  will  follow  from  these  observations,  that 
taxes  on  interest  of  money,  like  taxes  on  land, 
fall  ultimately  on  the  proprietors  of  that  species 
of  property  which  is  taxed.  The  interest  of  mo- 
ney is  analogous  to  the  rent  of  land.  It  is  that 
part  of  the  annual  returns,  which,  remaining  af- 
ter fully  indemnifying  the  risks  of  the  trade,  and 
paying  the  ordinary  profit  on  those  risks,  the 
merchant  is  willing  to  surrender  to  the  capitalist, 
rather  than  relinquish  the  use  of  the  stock.  As  a 
tax  on  interest  could  neither  increase  the  gross 
profits  of  trade,  nor  diminish  its  risks,  it  could 
have  no  effect  whatever  on  that  portion  of  the 
returns,  by  which  the  merchant  is  induced  to 
continue  his  trade,  but  must  be  a  deduction  from 
the  residue,  which  belongs  to  the  proprietor  of 
the  stock.  Such  a  tax  must  have  an  effect  on 
the  rate  of  interest  precisely  the  same  with  a  di- 
minution of  gross  profit  to  an  equal  extent. 

The  exception,  where  the  rate  of  interest,  not- 
withstanding the  injustice  and  inexpediency  of 
such  a  regulation,  *  continues  to  be  limited  by 

*  See  Bentham's  Defence  of  Usury. 
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law,  is  more  apparent  than  real.     If  the  legal  be 
equal  to  the  market  rate,  or  superior  to  it,  the 
regulation  is  evidently  of  no  effect.    But  should 
the  limit  be  under  the  rate  of  interest  which  a 
free  competition  would  fix,  it  must  be  allowed 
that  the  tax  would  fall  on  the  borrower,  who 
would  still  procure  at  an  under-value  the  capital 
for  which  he  had  occasion.   In  such  circumstan- 
ces, what  may  be  considered  as  a  tax,  is  at  all 
times  levied  from  capitalists,  by  those  to  whom 
their  money  is  lent ;   and  there  would  be  no 
injustice  in  applying  this  tax  to  the  public  ser- 
vice. 

The  market  rate  of  interest,  however,  is  so 
fluctuating,  that  a  tax  imposed  with  this  view 
might  soon  become  a  real  charge  on  the  capi- 
talist.    In  England,  under  the  present  law  of 
usury,  were  it  not  for  frequent  and  expensive 
wars,  this  would  probably  be  permanently  the 
case  ;  for  during  the  peace  that  succeeded  the 
American  war,  money  could  easily  be  borrowed 
on  good  security  at  4£,  and  even  4  per  cent. 
That  the  market  rate  of  interest  has  since  risen, 
perhaps  very  generally  to  6,  and  sometimes  to  7f> 
per  cent,  seems  to  be  proved  by  the  low  price 
at  which  annuities  and  rent  charges  have  been 
sold.  *    But  this  being  the  consequence  of  the 

*  Feu  duties  or  rent  charges,  which,  in  1791,  were  worth, 
in  Scotland,  from  twenty-two  to  twenty-five  years  purchase, 
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enormous  expenditure  of  the  war,  may  be  ex- 
pected to  cease  on  the  return  of  peace. 

The  very  same  objection,  therefore,  applies  to 
a  tax  on  interest  of  money  (unless  the  rate  of 
interest  be  unjustly  depressed  by  law)  as  to  a  tax 
on  land.  It  throws  the  public  burdens,  which 
ought  to  affect  all  classes  of  the  community  in 
proportion  to  their  respective  abilities,  entirely 
on  one  description  of  citizens.  It  oppresses  ca- 
pitalists to  the  complete  exemption  of  landhold- 
ers, farmers,  and  of  all  those  merchants  and  ma- 
nufacturers, who  are  in  reality  capitalists,  though, 
by  employing  their  stock  under  their  own  direc- 
tion, they  receive  both  the  interest  of  the  capi- 
talist, and  the  profits  of  the  trader.  It  would  be 
difficult  to  assign  any  good  reason  for  subjecting 
those  who  wished  to  retire  from  trade,  or  whose 
youth  or  old  age  incapacitated  them  from  enga- 
ging in  it,  to  more  severe  privations  than  the 
rest  of  the  community  ;  yet  such  is  the  unavoid- 
able consequence  of  all  taxes  on  the  interest  of 
money  r 

When  a  land-tax  is  to  be  imposed,  there  may, 
indeed,  be  less  injustice  in  accompanying  it  by 
a  tax  on  interest,  than  in  imposing  it  alone* 
By  this  means,  the  burden  would  be  diffused 
over  a  greater  number,  and  would  press  less  se- 
verely upon  each.     Although  the  farmer,  manu- 

bave  been  sold  since  that  time,  as  low  as  at  fifteen  years  pur- 
chase ;  and  the  price  of  annuities  has  declined  in  a  still  great* 
er  proportion. — 1813. 
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facturer,  and  merchant,  were  still  exempted,  the 
landholder  would  be  relieved,  in  as  far  as  the  ca- 
pitalist was  obliged  to  contribute  to  a  tax,  which 
would  otherwise  have  been  demanded  from  him 
alone.  But  though  the  pressure  on  each  indivi- 
dual should  be  somewhat  mitigated,  the  charac- 
ter of  injustice  cannot  be  removed  by  subjecting 
a  greater  number  to  its  effects. 

A  tax  on  interest  of  money,  if  imposed  at 
the  same  time  with  a  land-tax,  would  in  a  great 
measure  prevent  that  degradation  of  the  value  of 
estates,  which  has  been  shown  to  bear  so  hard 
upon  the  present  proprietors.      The  value  of 
land,  no  doubt,  depends  on  the  relative  advan- 
tages which  it  possesses,  in  comparison  with  all 
other  modes  in  which  property  can  be  vested  5 
but  in  this  comparison,  land  is  more  directly, 
and  more  frequently,  opposed  to  money  lent  at 
interest,  than  to  any  other  description  of  capital. 
He  who  has  saved  money  from  his  annual  rents, 
3r  who  has  returned  to  his  own  country  with  a 
fortune  acquired  abroad,  seldom  states  any  com- 
parison between  the  advantages  of  purchasing 
and,   or  engaging  in   commercial  adventures. 
Neither  does  the  merchant,  while  he  feels  confi- 
lence  in  his  own  industry,  knowledge,  and  good 
brtune,   think  of  relinquishing  that  trade  for 
which  his  habits  have  adapted  him,  in  order  to 
/est  his  capital  in  a  more  secure,  though  less 
profitable,  manner.     As  he  grows  old,  however, 
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he  becomes  more  indolent,  and  as  he  becomes 
rich,  his  fears  of  losing  what  he  has  already  ac- 
quired overcome  his  desire  of  greater  opulence. 
He  at  last  resolves  to  secure  that  ease  and  inde- 
pendence, which  he  has  bought  with  toil  and 
cares  ;  and,  like  other  capitalists,  he  sets  himself 
to  consider  of  the  best  manner  of  placing  his 
wealth,   so  as  to  yield  him  an  annual  revenue* 
Two  ways  of  accomplishing  this  present  them- 
selves ;  either  to  purchase  land,  or  to  lend  the 
capital  at  interest.     The  first  adds  most  to  his 
consequence,  and  promises  a  rise  of  revenue  ac- 
cording to  the  prosperity  of  the  country;  the 
other  gives  a  greater  immediate  income ;    and 
the  general  estimation  of  these  opposite  advan- 
tages fixes  the  price  of  land  as  compared  with 
money.      If  a  tax  be  laid  exclusively  on  one  of 
those  modes  of  investing  wealth,  the  other  will 
naturally  be  preferred,  until  a  new  relative  value, 
according  to  the  free  incomes  which  they  re- 
spectively yield,  be  again  established.   But,  if  the 
revenue  derived  from  both   be  equally  taxed, 
their  relative  advantages  will  be  unchanged,  and 
the  money-price  of  land  will  consequently  un- 
dergo no  alteration.    Both,  indeed,  will  be  some- 
what depreciated  in  comparison  with  stock  em- 
ployed by  its  proprietor,  in  agriculture  or  trade, 
and  this  circumstance  may  induce  a  farmer  or 
merchant  to  continue  his  exertions  longer  than 
he  otherwise  would  have  done ;  but  whenever 
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he  has  resolved  to  secure  part  of  his  acquisitions, 
and  to  enjoy  leisure  and  ease,  the  tax  can  no 
way  affect  his  choice  of  the  manner  in  which  he 
might  be  inclined  to  place  his  wealth.  . 

A  tax  on  interest,  accompanying  a  land-tax, 
would  thus  remove,  in  a  great  degree,  one  of 
the  objections  to  the  latter.  The  exchangeable 
value  of  lands  would  undergo  much  less  depre- 
ciation, and  the  proprietor  who  found  it  neces- 
sary to  sell,  would  no  longer  be  forced  to  pay 
the  tax  for  ever,  in  the  reduction  of  the  price  of 
his  estate. 

But  that  the  one  tax  should  thus  operate  as  a 
corrective  of  the  injustice  of  the  other,  it  is  ne- 
cessary that  they  should  be  imposed  together. 
Nothing  could  be  more  unjust,  than,  by  a  new 
tax  on  interest  of  money,  to  endeavour  to  ba- 
lance a  land-tax  which  has  existed  for  a  length  of 
time.  The  hardship  of  the  latter  is  now  past 
and  forgotten,  and  it  could  be  no  compensation 
to  the  original  sufferers  to  raise  the  relative  value 
of  lands  no  longer  in  their  possession,  and  to 
add  to  the  wealth  of  those,  who,  in  the  cheap- 
ness of  their  purchases,  retained  a  full  equiva- 
lent for  the  amount  of  the  tax. 

If,  however,  in  particular  circumstances,  a 
tax  on  interest  of  money  may  not  be  very  unjust, 
at  can  scarcely  ever  be  expedient,  its  direct  ten- 
dency being  to  diminish  the  productive  capital 
of  the  nation.    Its  operation  is,  in  this  respect, 
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very  different  from  that  of  a  land-tax.  Land, 
from  its  nature,  is  stationary :  it  may  change  its 
proprietor ;  the  capital  of  one  person  may  be 
vested  in  it  to-day,  and  of  another  to-morrow ; 
but  its  quantity  must  remain  unaltered,  and,  un- 
less the  tax  absorb  more  than  the  whole  of  the 
rents,  even  its  productive  powers  undiminished. 
Circulating  capital,  on  the  other  hand,  confined 
to  no  place,  seeks  that  country  where  it  yields 
the  most  ample  revenue  to  its  proprietor,  and 
may  usually  be  transferred,  if  not  without  some 
inconvenience,  without  much  direct  loss.  Most 
people,  indeed,  prefer  lending  their  money  in 
their  own  neighbourhood,  where  they  can  watch 
every  alteration  of  the  securities,  to  sending  it 
to  a  distance  ;  and  rich  capitalists  are  not  very 
prone  to  emigrate  with  their  wealth.  Yet  these 
considerations  may  be  outweighed  by  greater 
profit,  as  was  proved  by  the  Dutch  lending  large- 
ly to  almost  every  foreign  state.  A  tax,  which 
falls  ultimately  on  capitalists  in  proportion  to 
their  revenues,  and  on  capitalists  alone,  is  pre- 
cisely the  same  with  a  general  reduction  of  the 
interest  of  money,  and  therefore  such  a  tax  is  a 
direct  bounty  on  the  exportation  of  mercantile 
stock. 

Eyen  if  the  tax  should  be  too  moderate  to  oc- 
casion any  considerable  exportation  of  capital,  it 
may  be  quite  sufficient  to  prevent  foreign  wrealth 
from  flowing  into  the  country.    The  inhabitants 
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of  several  parts  of  Europe,  either  dissatisfied  with 
the  rate  of  interest,  or  distrustful  of  the  security 
which  can  be  procured  at  home,  are  accustomed 
to  lend  largely  to  foreign  merchants,  or  to  fo- 
reign states.  Having  no  predilection  for  any 
particular  country,  they  have  only  to  enquire 
where,  at  the  least  risk,  they  can  command  the 
greatest  revenue  from  their  wealth  ;  and  on  this 
subject,  individuals,  according  as  profit  or  secu- 
rity are  their  chief  objects,  will  come  to  different 
conclusions.  A  tax  on  interest,  without  adding 
any  thing  to  the  security,  reduces  the  annual  re- 
turns -of -capital,  and  thus  diminishes  the  relative 
advantages  of  lending  to  the  country  by  which 
it  is  imposed.  In  every  case,  it  must  operate  as 
a  discouragement  to  the  remittance  of  money  to 
be  lent  at  interest,  and,  if  the  tax  be  high,  it 
will  entirely  banish  that  foreign  capital,  which  is 
equally  effectual  with  domestic  wealth,  in  pro- 
moting the  industry  and  extending  the  com- 
merce of  the  nation.  Had  the  property-tax  of 
Britain  been  levied  on  interest  payable  to  those 
who  reside  abroad,  it  is  not  improbable  that  a 
great  part  of  the  foreign  wealth  now  vested  in 
the  British  funds,  or  lent  on  the  security  of  Bri- 
tish subjects,  would  have  been  speedily  recalled. 
A  tax  on  interest,  by  thus  occasioning  the  export- 
ation of  capital,  or  discouraging  the  influx  of 
foreign  wealth,  tends  to  diminish  the  funds  by 
which  industry  is  maintained,  to  reduce  the  ag~ 
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gregate  profit  of  the  land  and  labour,  and  conse* 
quently  to  exhaust  the  vigour  of  the  state.  Its 
effects  are  precisely  similar  to  those  which  at- 
tend such  taxes  as  directly  consume  the  capital 
of  the  nation;  and,  unjust  as  a  land-tax  may  be, 
it  is  probably  better,  even  for  the  landholders, 
to  submit  to  the  grievance,  than  to  seek  redress 
by  a  measure  which,  in  as  far  as  it  is  made  pro- 
ductive of  public  revenue,  must  impoverish  the 
country,  and,  by  doing  so,  lower  the  value  of 
their  estates. 

Considerable  difficulties,  too,  stand  in  the  way 
of  this  being  rendered  an  efficient  branch  of 
public  revenue.     The  most  obvious  mode  of  le- 
vying it  is  by  a  public  register  of  loans,  and  it 
must  be  confessed  that  this  register,  if  it  could 
be  made  effectual,  would  not  only  be  unexcep- 
tionable, but  probably  productive  of  important 
benefits- 
Such  a  register  could  occasion  none  of  those 
evils  which  are  inseparable  from  attempts  to  va- 
lue mercantile  stock  and  profits,     It  would  nei- 
ther authorize  a  scrutiny  into  private  affairs,  by 
which  the  secrets  of  trade  might  be  divulged, 
nor  lodge  dangerous  powers  in  the  hands  of  pub- 
lic officers,  nor  induce  any  person,  for  the  pur- 
poses of  concealment,  to  add  perjury  to  fraud. 
By  furnishing  a  certain  and  permanent  proof  of 
the  agreement,  it  would  occasionally  be  useful 
to  the  capitalist  by  whom  the  tax  was  paid.    By 
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oiving  publicity  to  the  amount  of  that  part  of  a 
merchant's  funds  which  consists  of  loans,  it  would 
also  render  it  more  difficult  for  a  rash  projector  to 
engage  in  schemes  of  which  the  profits  are  his 
own,  while  the  loss  that  may  ensue  must  fall  on 
his  creditors.  The  appearance  of  engagements  far 
beyond  the  reputed  wealth  and  known  loans  of 
a  trader  would  almost  prove  that  he  had  recourse 
to  expensive  and  dangerous  expedients  to  sup* 
port  his  credit,  and  the  alarm  of  his  creditors 
would  speedily  force  him  to  moderate  his  ambi- 
tion. While  publicity  would  only  fortify  and 
extend  the  confidence  reposed  in  a  prudent  mer- 
chant, it  might  thus  be  a  salutary  check  on  rash 
and  unbounded  enterprize. 

There  would  occur,  however,  many  difficulties 
in  rendering  such  a  register  an  effectual  preven- 
tive of  concealments  and  fraud.     An  obligation 
for  borrowed  money  may  be  given  either  by  a 
bond  which  narrates  the  transaction,  by  a  bill 
which  promises  to  pay  a  certain  sum  on  a  speci- 
fied day,  or,  where  the  parties  have  confidence 
in  each  other,  by  a  common  letter.     It  is  only 
to  the  first  of  these  that  a  register  is  adapted* 
The  inconvenience  would  be  intolerable  of  being 
obliged  to  register  loans,  intended  to  continue 
for  only  a  few  days,  and  the  injustice  would  be 
equally  intolerable  of  depriving  the  creditor  of 
his  claims,  because  that  money  which  had  been 
borrowed  for  a  short  time,  and  in  a  somewhat  ixb- 
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formal  mode,  had  not  been  punctually  repaid. 
Neither  could  the  term  for  which  the  loan  was 
originally  made  of  itself  ascertain  whether  or  not  a 
bond  ought  to  have  been  granted  and  registered ; 
nor  could  the  nature  of  the  transaction  furnish 
any  rule  of  general  application.  Bills  serve  many 
purposes  in  commerce,  besides  being  acknow- 
ledgements of  a  loan.  They  settle  accounts  so 
as  to  preclude  farther  discussion  ;  they  fix  the 
precise  day  on  which  a  debt,  whatever  way  ari- 
sing, is  to  be  discharged,  and  from  which,  if  un- 
paid, interest  will  be  due ;  they  pass  from  hand 
to  hand  as  acknowledgements  of  constituted 
debts,  and  enable  merchants,  by  pledging  them 
to  their  bankers,  to  enter  into  immediate  posses- 
sion of  their  funds.  It  is  impossible  to  distinguish 
whether  they  have  been  granted  for  the  settle- 
ment of  mercantile  transactions,  or  for  a  very 
temporary  accommodation,  or  as  an  acknowledge- 
ment of  a  loan  meant  to  last  for  years.  Should 
we  render  them  invalid  without  registration, 
when  meant  for  the  latter  purpose,  we  should  at 
once,  from  the  difficulty  of  ascertaining  their  real 
origin,  stop  their  circulation,  and  put  an  end  to 
their  use  in  commerce.  Should  we,  on  the  other 
hand,  force  all  bills  to  be  registered  and  taxed, 
we  should  impose  a  duty  of  a  very  different  kind 
from  that  which  we  are  now  examining,  a  tax  on 
every  sale  of  commodities  except  for  cash.  The 
insolvency  of  the  debtor  seems  to  be  the  only  oc- 
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casion  on  which  the  origin  of  a  bill  could  at  all 
be  investigated ;  but  in  contemplation  of  the 
possibility  of  this  occurrence,  fictitious  transac- 
tions would  be  entered  into,  or  the  bill  would  be 
renewed  at  short  dates,  with  occasional  interrup- 
tions, and  sometimes  with  a  change  of  names,  so 
as  to  take  from  the  transaction  every  appearance 
of  a  permanent  loan.  The  tax,  therefore,  could 
scarcely  reach  money  lent  on  bills  or  letters  of 
acknowledgment,  and  where  there  was  mutual 
confidence,  these  would  become  the  most  com- 
mon obligations  for  personal  debts. 

If  loans  on  personal  security  could  evade  the 
duty,  the  whole  operation  of  a  tax  on  interest  of 
money  would  be  altered  ;  in  place  of  falling  on 
the  capitalist,  it  would  ultimately  be  paid  by  the 
borrower.  In  a  country  where  no  legal  limita- 
tion of  interest  existed,  the  terms  of  each  loan 
would  be  settled  between  the  parties  according 
to  the  risk  incurred  by  the  lender  ;  and  he  who 
offered  complete  security  on  a  valuable  estate 
would  borrow  somewhat  cheaper,  than  another 
from  whose  imprudence  or  misfortunes  ultimate 
loss  might  possibly  ensue.  Even  with  a  law  of 
usury,  good  security  renders  it  much  easier  to 
borrow,  and  this  facility  is  no  slight  advantage 
in  enabling  the  debtor  to  come  under  engage- 
ments likely  to  continue  for  a  length  of  time,  as 
well  as  in  freeing  him  from  solicitude  of  mind. 
Were  a  tax,  however,  to  be  levied  from  money 
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lent  on  landed  security,  without  reaching  person- 
al  debts,  all  those  advantages  would  be  diminish- 
ed. The  capitalist  would  no  longer  make  the 
same  deduction  from  the  rate  of  interest  which 
he  demanded,  part  of  this  deduction  being  made 
by  the  tax  ;  nor  would  he  so  certainly  prefer 
safety  which  he  was  obliged  to  purchase  by  the 
diminution  of  his  income.  Borrowers  on  mort- 
gage, in  order  to  enjoy  the  same  advantages  in 
the  money  market  which  they  now  possess,  would 
be  forced,  either  directly  or  indirectly,  to  take 
the  tax  upon  themselves  ;  and  thus  a  partial  tax 
on  interest  would  fail  in  relieving  the  landhold- 
ers from  the  effects  of  a  land-tax,  or  rather  it 
would  afford  this  relief  to  rich  proprietors,  at  the 
expense  of  such  as  were  in  debt.  By  doing  so, 
it  would  prevent  those  from  purchasing  estates 
who  were  obliged  to  borrow  part  of  the  purchase- 
money,  and,  by  diminishing  the  competition  of 
buyers,  it  would  in  some  degree  reduce  the  price 
of  land. 

In  England,  there  is  not  properly  any  tax  on 
interest  of  money;  but  there  is  what,  were  it  not 
for  the  lowness  of  the  duty,  would  be  equivalent 
to  such  a  tax.  The  paper  or  parchment,  on 
which  bonds  and  mortgages  are  written,  must  be 
stamped,  and  for  this  stamp  about  one  per  cent, 
on  the  amount  of  the  obligation  is  payable  to  go- 
vernment. This  tax,  except  from  its  modera- 
tion, is  very  unjust,  having  no  view  to  the  eh- 
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durance  of  the  loan,  and  therefore  falling  very 
heavily  on  such  debtors,  as,  from  unforeseen  cir- 
cumstances, have  occasion  to  borrow  for  a  short 
period,  or  become  indebted  to  persons  who  may 
be  induced,  by  their  own  convenience,  speedily 
to  recal  their  funds.     From  the  same  circum- 
stance of  its  moderation,  it  is  almost  always  paid 
by  the  borrower.     He  who  is  in  want  of  money 
is  usually  more  solicitous  than  the  lender  to  con- 
clude the  bargain ;  and  in  the  prospect  of  imme- 
diate accommodation,  he  considers  one  per  cent, 
pf  the  capital  sum,  not  again  demandable  during 
the  continuance  of  the  loan,  as  unworthy  of  at- 
tention.    Were  the  tax  considerably  higher,  the 
borrower,  in  agreeing  for  the  rate  of  interest, 
would  take  into  account  the  duty  according  to 
the  probable  term  of  endurance  of  the  loan.;  and 
the  tax,  as  already  explained,  would  fall  not  on 
him,  but  upon  the  lender. 


CHAPTER  IV. 

Of  Direct  Taxes  on  the  Transference  of Property \ 

Whatever  difficulties  there  may  be  in  ascer* 
taining  the  amount  or  value  of  property,  while 
it  continues  in  the  possession  of  the  same  person* 
these  difficulties  are  considerably  diminished  at 
the  time  that  it  passes  from  one  proprietor  to 
another.  When  it  becomes  necessary  to  raise  a 
great  public  revenue,  this  ease  and  convenience 
are  frequently  looked  upon  as  the  best  recom- 
mendations of  a  measure  of  finance ;  and  accord- 
ingly, transferences  of  property  have  been  very 
generally  rendered  one  of  the  principal  resources 
of  the  state.  Several  of  the  feudal  incidents 
which,  though  now  of  little  importance,  were  at 
one  time  among  the  chief  supports  of  the  power 
of  the  sovereign,  belong  to  this  class  of  taxes  ; 
and  no  inconsiderable  portion  of  the  revenue  of 
many  nations  of  Europe  may  still  be  ranked  un- 
der this  general  title. 

Transferences  are  of  two  kinds ;  either  from 
the  dead  to  the  living  ,  or  from  one  living  per- 
son to  another.  Of  the  latter,  it  is  only  tranfer- 
ences  by  sale  that  have  ever  been  considered  as 
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subjects  of  taxation.  This  Chapter  will  accord- 
ingly be  divided  into  Two  Sections ;  the  First 
treating  of  taxes  on  succession  ;  the  Second  of 
such  taxes  on  sales,  as,  not  being  recoverable 
from  the  purchaser,  are,  on  that  account,  to  be 
ranked  with  direct  taxes  on  the  seller. 


SECTION  I. 

Of  Taxes  on  Succession, 

Taxes  on  succession  seem  to  be  recommend* 
ed  by  very  important  considerations. 

They  are  paid  at  a  time  of  all  others  the  most 
convenient  to  the  contributor ;  when  they  can  oc- 
casion no  impoverishment,  but  merely  a  slight 
diminution  of  newly-acquired  wealth  ;  when  the 
person  taxed,  after  having  yielded  his  contribu- 
tion to  the  state,  remains  richer  than  he  was  be- 
fore. A  tax  of  this  nature  can  scarcely  be  look- 
ed upon  as  a  burden  to  any  one.  The  deceased 
is  gone  where  wealth  is  of  no  avail,  and  the  entry 
of  his  heir  into  possession  is  deferred  only  for  a 
short  period,  during  which  the  rents  of  the  pro- 
perty are  appropriated  to  the  state.  There  having 
been  no  precise  time  at  which  the  successor  had 
any  good  reason  to  expect  possession,  the  heir, 
in  succeeding  to  untasted  opulence,  the  legatee 
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in  receiving  a  valuable  donation,  will  scarcely 
complain  that  their  new  acquisition  is  somewhat 
reduced,  or  that  the  period  of  their  possession, 
while  it  is  rendered  independent  of  every  risk,  is 
somewhat  retarded. 

Nor  do  there  appear  to  be  any  very  serious  ob- 
jections to  the  investigations  requisite  for  ascer- 
taining the  value  of  each  succession.  To  force 
a  man  to  disclose  the  state  of  his  private  affairs 
during  his  life  may  be  vexatious  and  unjust ;  but 
when  death  has  terminated  his  projects,  when  his 
superior  skill,  knowledge,  and  sagacity,  can  no 
longer  avail  him,  there  seems  neither  vexation  nor 
injustice  in  enquiring  into  the  real  value  of  the 
property  which  he  has  left  to  his  heirs.  After 
this  value  has  been  ascertained,  nothing  can  be 
more  easy  than  to  follow  whatever  general  rule 
may  be  thought  most  just,  in  proportioning  the 
rate  of  the  tax  to  the  amount  of  the  property  de- 
volving to  each  of  his  successors. 

In  these  arguments,  by  which  taxes  on  succes- 
sion may  be  recommended,  there  is  undoubtedly 
much  weight ;  but  on  more  attentive  considera- 
tion there  will  also  be  found  some  fallacies. 

In  many  instances,  a  tax  on  succession  may 
occasion  little  inconvenience  ;  but  in  other  cases 
it  must  be  attended  with  greater  hardship,  and 
produce  more  real  distress,  than  almost  any  other 
mode  of  supplying  the  public  wants.  Children 
are  usually  maintained  from  the  property  of  their 
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father,  of  which,  though  they  have  no  manage- 
ment, they  may  be  considered  as  having  a  kind 
of  possession  jointly  with  him.  On  his  death, 
the  family  riches  are  for  the  most  part  diminish- 
ed. When  he  was  possessed  of  an  office  or  an- 
nuity, the  reduction  of  the  income  is  obvious; 
but  even  when  there  is  ho  such  direct  defal- 
cation, it  very  frequently  happens  that  the  per- 
sonal exertions  of  the  head  of  the  family,  his  ex- 
perience in  conducting  affairs,  and  the  credit 
founded  on  his  character,  had  added  much  more 
to  the  yearly  revenue,  than  his  personal  expenses 
consumed.  If  his  affairs  be  intricate,  his  engage- 
ments extensive,  or  his  children  very  young,  this 
must  be  the  case  in  a  remarkable  degree.  At  a 
time  when  the  family  is  exposed  to  unavoidable 
losses  and  expenses,  when  the  style  of  living  must 
be  reduced,  and  many  indulgences  dispensed  with, 
it  seems  severe,  unfeeling,  and  unjust,  for  the 
community  to  add  to  the  distress,  by  levying  a 
tax  on  the  diminished  property  which  remains. 
Accordingly,  in  Holland,  and  till  lately  in  Eng- 
land, the  succession  of  descendants  was  exempt- 
fed  from  the  tax  ;  and,  in  the  latter  country,  the 
duty  is  still  considerably  less  than  what  is  levied 
on  any  other  succession  or  bequest. 

This  hardship  is  felt  most  severely  in  direct 
succession  ;  but  it  is  not  confined  to  it.  Occa- 
sionally, a  person  may  have  maintained  not  only 
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his  children,  but  also  his  parents,  by  his  indus- 
try. On  account  of  the  reduction  of  income 
which  must  follow  his  death,  he  will  find  it  ne- 
cessary to  bequeath  to  his  parents  a  more  slen- 
der income  than  he  could  afford  to  bestow  upon 
them  during  his  life.  At  the  very  moment  that 
the  comforts  of  old  age  are  necessarily  abridged, 
the  law  steps  in  and  carries  off  part  of  that  which 
is  left.  Other  relations,  too,  and  sometimes  per- 
sonal friends,  find  the  legacies  to  which  they  suc- 
ceed, much  inferior  to  the  annual  bounty  of 
their  benefactor,  and  can  ill  afford,  at  the  very 
time  that  they  are  impoverished  by  his  death,  to 
lose  any  part  of  that  last  benefaction  which  he 
had  left  them  by  his  will. 

Though  usually  paid  with  ease  by  the  contri- 
butor, there  are  therefore  cases,  and  those  of  fre- 
quent occurrence,  in  which  a  tax  on  succession 
is  peculiarly  distressing ;  nor  does  there  seem  to 
be  any  circumstance  on  which  such  a  general 
rule  can  be  founded,  as  might  distinguish  these 
cases  from  others,  and  exempt  them  from  the 
tax. 

In  the  same  manner,  though  the  difficulties  of 
valuing  personal  property,  and  in  particular  that 
portion  of  it  which  is  engaged  in  trade,  may,  in 
general,  be  less  at  the  death  of  the  possessor, 
than  during  his  life,  there  are  particular  instances 
in  which  these  difficulties  will  rather  be  in- 
creased. 
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When  a  merchant  dies,  his  fortune,  and  usual- 
ly much  more  than  his  own  fortune,  is  engaged 
in  adventures,  of  which  the  issue  may  be  distant 
and  uncertain.     Until  the  event  of  all  these  ad- 
ventures be  ascertained,  his  books  cannot  be  fi- 
nally closed,  nor  the  account  of  his  capital  deter- 
mined.    During  this  interval,  it  might  be  inju- 
rious to  his  heir,  and  certainly  would  be  disad- 
vantageous to  the  community,  to  keep  the  pro- 
perty idle  and  unproductive.      The  heir  must, 
therefore,  be  immediately  admitted  to  possession, 
and  allowed  to  act,  as  if,  from  the  time  of  his 
predecessor's  death,  he  were   sole   proprietor. 
He  may  render  some  of  the  depending  specula- 
tions doubly  productive  by  an  advance  from  his 
own  funds ;  he  may  modify,  contract,  or  totally 
abandon  others  :    in  the  course  of  a  very  short 
time,  by  activity  and  prudence,  he  may  greatly 
increase  the  wealth  to  which  he  has  succeeded, 
or  he  may  greatly  diminish  it  by  indolence  and 
folly.     How  shall  we  now  disentangle  his  affairs 
from  those  of  his  predecessor?  How  shall  we  es- 
timate the  effects  of  his  labour,  sagacity,  and 
capital,  or  of  his  negligence  and  incapacity,  on 
the  ultimate  amount  of  the  taxable  property  ?  If 
we  allow  the  heir  to  make  up  this  estimate,  and 
tax  himself,  we  open  a  wide  door  to  fraud  and 
perjury;    if  we  have  recourse  to  that  scrutiny 
which  is  the  strongest  objection  to  all  direct  as- 
sessments, we  occasion  vexation,  and  sometimes 
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partiality  and  oppression,  without  much  prospect 
of  arriving  at  the  truth.  While,  on  the  one  hand, 
the  amount  of  the  tax  holds  out  so  powerful  a 
temptation  to  fraud,  and,  on  the  other,  conceal- 
ment is  so  easy,  and  even  detected  error  may  be 
ascribed  to  unintentional  mistake,  all  such  in- 
quisitions must  be  more  productive  of  bribes  to 
the  officers,  than  of  revenue  to  the  state. 

With  respect  to  merchants  engaged  in  copart- 
neries, a  tax  on  succession,  if  it  authorise  any 
scrutiny  into  the  company's  affairs,  must  divulge 
the  circumstances  of  the  living,  as  well  as  of  the 
dead.  Although  the  heirs  of  a  deceased  part- 
ner are  usually  sufficiently  inclined  to  conceal 
from  the  world  the  amount  of  their  succession, 
and  consequently  the  state  of  the  company's 
trade,  the  exposure  of  the  books  to  a  stranger  is 
thought  so  unpleasant,  that  few  contracts  are  en- 
tered into,  without  an  express  clause,  calculated 
to  prevent  such  investigations.  To  give  those 
privileges  to  a  revenue  officer,  which  are  usually 
denied  to  the  heir  of  a  deceased  partner,  would 
not  only  be  more  disagreeable  to  the  survivors, 
but  would  be  more  likely  to  divulge  those  cir- 
cumstances respecting  the  nature  of  the  trade, 
the  mode  of  conducting  it,  and  its  usual  profits, 
which  it  might  be  most  desirable  to  conceal. 
Such  an  enquiry,  though  occurring  more  rarely, 
would  be  objectionable  on  the  very  same  grounds- 
with  one  intended  to  precede  a  general  assess- 
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xtient;  and  as  the  sum  to  be  levied,  in  conse- 
quence of  the  enquiry,  would  probably  be  great- 
er, a  more  accurate  investigation  would  be  re- 
quisite to  guard  against  frauds. 

It  may  be  added,  that  if  the  tax  were  consi- 
derable, many  expedients  would  be  devised,  by 
delivery  during  life,  on  receiving  a  bond  for  the 
interest  as  an  annuity,  and  by  various  forms  of 
trust-deeds,  to  make  what  was  really  a  legacy, 
appear  a  gift.  These  evasions  would  be  particu- 
larly easy  with  regard  to  personal  property,  and 
if  they  were  generally  resorted  to,  the  succession 
tax  would  become  a  partial,  and  therefore  an  op- 
pressive, burden  on  land. 

The  chief  objection,  however,  to  such  taxes 
is,  that  they  fall  altogether  on  capital.  To  prove 
this,  we  shall  suppose  the  tax  to  be  six  per  cent, 
of  the  succession,  whether  accruing  to  descend- 
ants, or  to  distant  relations.* 

*  In  Holland,  at  the  time  Dr  Smith  published,  the  tax  on 
the  succession  of  collaterals  varied  from  five  to  thirty  per  cent., 
direct  successions  being  altogether  exempted.*  In  England 
there  is  a  tax  on  letters  of  administration  and  probates  of 
wills,  which  is  levied  according  to  a  table  contained  in  the  act 
of  parliament,  and  may  be  reckoned  at  about  one  per  cent,  of 
the  property,  without  deducting  from  the  inventory  of  the  pro- 
perty, the  debts  owing  by  the  deceased.  There  is  also  a  duty 
on  legacies,  and  on  succession- to  personal  property,  amounting 
to  one  per  cent,  in  the  case  of  direct  descent,  and  from  2^  to 
10  per  cent.,  according  to  the  degree  of  consanguinity  between 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II. 

Appendix  to  Art,  1st  and  2d. 
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If  this  tax  be  paid  on  personal  property,  the 
heir  or  legatee  acquires  just  that  sum  less  than 
had  been  possessed  by  his  predecessor ;  and  as 
all  personal  property  is  employed,  either  by  its 
proprietor,  or  by  others  to  whom  it  is  lent,  in 
agriculture,  manufactures,  or  commerce,  there 
is  just  6  per  cent,  less  that  can  be  so  employed, 
after  the  duty  has  been  paid.  Thus,  6  per  cent, 
which  was  formerly  productive  capital,  having 
been  applied  to  the  current  expenses  of  the  state, 
is  consumed,  and  ceases  to  exist,  exactly  as  it 
would  have  done,  had  it  formed  a  part  of  the  ex- 
penditure of  its  proprietor. 

It  is  equally  true,  though  perhaps  less  obvi- 
ous, that  a  diminution  of  circulating  capital  must 
be  the  immediate  consequence  of  a  duty  on  the 
succession  to  lands.  Where  lands  are  worth  thirty 
years  purchase,  a  tax  of  6  per  cent,  on  the  value 
is  equal  to  about  twenty-two  months  rents.  Could 
we  suppose,  that,  during  thisperiod,  the  heir  would 
make  no  change  in  hisformer  style  of  living  in  con- 
sequence of  the  accession  to  his  fortune,  the  rents 
would  supply  the  expenses  of  the  state  in  place 
of  those  of  the  individual,  and  the  capital  of  the 

the  deceased  and  the  collateral,  to  whom  the  legacy,  or  suc- 
cession, devolves.  When  the  tax  on  collateral  succession  was 
first  proposed  in  1796,  it  was  meant  to  extend  to  every  species 
of  wealth ;  but  so  strenuous  an  opposition  arose  to  the  measure 
from  the  landed  interest,  that  the  minister  found  it  prudent 
to  confine  the  duty  to  personal  property,  and  the  land  of  Bri- 
tain is  still  exempted. 
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country  would  remain  entire.  But  this  is  a  pro- 
ceeding which  it  were  vain  to  expect.  From  the 
moment  that  he  enters  into  possession,  the  heir 
will  consider  himself  as  entitled  to  live  accord- 
ing to  his  new,  not  to  his  old,  rank  and  fortune ; 
and  in  order  to  discharge  his  debt  to  the  public, 
he  will  either  contract  debt  to  an  individual,  or 
dispose  of  part  of  the  lands.  In  either  case, 
funds,  that  were  formerly  employed  so  as  to  re- 
produce themselves  with  a  proiit,  must  be  with- 
drawn, directly  or  indirectly,  from  such  employ- 
ments, and  delivered,  as  purchase-money,  or  as 
a  loan,  to  one  whose  intention  is  to  transfer  them 
to  government  in  payment  of  the  tax.  These 
funds  no  longer  support  any  kind  of  productive 
industry,  but  pass  over  to  the  expenditure  of  the 
year,  and  a  portion  of  what  was  formerly  circu- 
lating capital  is  consequently  consumed. 

But  it  may  be  thought  that  the  tax  carries 
in  itself  its  own  corrective;  that  in  prospect 
it  enforces  more  rigid  economy,  in  order  to  ac- 
cumulate, not  only  such  a  fortune  as  a  person 
may  be  desirous  of  bequeathing  to  his  friends, 
but  also  a  further  sum  for  the  discharge  of  the 
tax  ;  or  that  a  wish  to  be  free  from  encumbran- 
ces may  be  a  motive  to  additional  parsimony 
in  the  annual  expenditure  of  the  heir.  Neither 
of  these  expectations,  it  is  to  be  feared,  is  war- 
ranted by  experience. 
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The  original  motives  to  economy  are,  the  de- 
sire of  providing  against  misfortune,  disease,  and 
old  age ;  the  wish  of  advancing  in  the  world, 
and  of  so  educating  and  establishing  a  family  as 
to  enable  the  children  to  maintain  at  least  the 
same  rank  with  their  father ;  or  a  passion  for  that 
extinction,  and   splendour,   and  power,  which 
accompany  wealth.  By  long  habit,  the  means  be- 
come afterwards  confounded  with  the  end,  till 
at  last  he  who  is  in  no  danger,  jof  want,  who  is 
destitute  of  children,  and  who  is  little  solicitous 
of  the  respect  or  applause  of  mankind,  proceeds, 
without  any  reasonable  object,  in  his  accumula- 
tion, and  derives  a  mean  and  sordid  pleasure 
from  the  contemplation  of  his  wealth.     A  tax 
which  is  to  operate  after  death,  has  no  tendency 
to  invigorate  any  of  those  motives,  except  the 
desire  of  providing  for  children.  It  recommends 
no  stricter  economy,  as  a  shield  against  misfor- 
tune, as  a  title  to  the  respect  of  the  world,  or  as 
the  solace  of  insatiable  avarice.     It  is,  therefore, 
only  the  duty  on  direct  succession  which  can 
have  the  slightest  effect  in  promoting  frugality; 
and  this  branch  of  the  tax,  in  place  of  being 
easy  and  gentle  in  its  operation,  is  perhaps  the 
most  cruel  and  distressing  that  has  found  admis- 
sion into  the  revenue  laws  of  England. 

In  the  same  manner,  any  effect  which  a  tax 
on  succession  can  have  in  recommending  econo- 
my to  the  heir,  must  be  exceedingly  partial.    In 
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personal  property,  there  is  no  such  tendency 
whatever.  A  man  who  would  otherwise  have 
succeeded  to  lOOl.  acquires  only  94I. ;  but  there 
is  nothing  in  the  former  sum  to  induce  him  to 
save  as  much  as  is  necessary  to  complete  it.  He 
looks  on  himself  as  94I.  richer  than  before,  and 
settles  his  future  plans,  both  of  trade  and  expense, 
according  to  this  accession.  The  heir  to  an  es- 
tate, likewise,  if  he  sell  off  as  much  land  as  to 
pay  his  tax,  has  no  additional  motive  to  frugali- 
ty. In  place  of  succeeding  to  an  estate  of  5001. 
a  year,  he  considers  himself  as  entering  into  pos- 
session of  one  annually  worth  4701.  and  he  regu- 
lates his  outlay  without  any  reference  to  the. 
property  of  his  predecessor. 

It  is  only,  therefore,  to  the  heir^of  an  estate 
who  has  borrowed  the  amount  of  the  tax,  that 
any  new  motive  to  economy  is  afforded.     But 
the  situation  in  which  he  is  placed  renders  this 
economy  almost  impracticable.    He  succeeds  to 
one  who  held  the  same  lands  without  this  en- 
cumbrance ;  and  he  still  considers  himself,  and 
is  considered  by  others,  as  the  proprietor  of  an 
estate  of  5001.  year  ;  although,  having  borrowed" 
9001.  to  pay  off  the  tax  of  6  per  cent,  on  the  va- 
lue, his  rental  is  reduced  by  the  interest  on  the 
loan  to  4551.     Without  considerable  self-com- 
mand, he  will  be  unable  to  confine  his  expenses 
within  his  income  ;  but  to  expect,  that  in  such 
circumstances,   he  should  also  make  provision 
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for  the  repayment  of  the  debt  is  altogether  hope- 
less. Even  with  the  assistance  of  compound  in- 
terest,  55l.  a  year  will  not  clear  off  the  incum- 
brance in  less  than  twelve  years.  It  is  surely  im- 
possible that  any  person,  from  the  mere  wish  of 
retaining  the  estate  entire  and  unembarrassed, 
should  confine  himself  f®r  so  many  years  to  four- 
fifths  of  his  reputed  income  ;  and  in  the  few 
cases  in  which  this  may  be  accomplished,  it  is 
still  more  improbable  that  the  annual  accumula- 
tion, which  would  otherwise  have  taken  place  in 
the  view  of  advancing  in  wealth,  or  providing 
for  a  family,  should  also  be  carried  on.  But  in 
as  far  as  the  parsimony,  promoted  by  the  tax, 
breaks  in  upon  that  which  proceeds  from  other 
motives,  it  dpes  nothing  towards  restoring  the 
national  wealth. 

It  would  appear,  then,  that  a  duty  on  succes- 
sion is  paid  in  every  case,  not  from  expenditure, 
but  from  capital ;  and  that  in  very  few  instances, 
it  holds  out  any  additional  motive  to  the  prac- 
tice of  economy,  by  which  that  reduction  of  ca- 
pital might  be  compensated.  It  belongs,  there- 
fore, to  the  description  of  taxes  which  fall  une- 
qually on  individuals,  and,  exhausting  the  vigour, 
dry  up  the  resources  of  the  state. 
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SECTION  II. 

Of  Direct  Taxes  on  Sales. 

Taxes  on  sales,  according  to  the  nature  of  the 
property,  and  also  to  the  manner  in  which  they 
are  levied,  fall  sometimes  on  the  seller,  and  some- 
times on  the  purchaser.  In  the  former  case,  be- 
ing paid  without  recourse  on  any  other  person, 
they  are  direct  taxes ;  in  the  latter  case,  being 
always  refunded,  until  the  subject  comes  to  the 
consumer,  who  is  the  last  purchaser,  they  are  in- 
direct taxes. 

A  duty  levied  on  every  sale  of  moveable  pro- 
perty belongs  to  the  last  class.  Such  a  duty  could 
not  affect  all  employments  of  capital  equally.  It 
would  be  trifling  on  a  business  in  which  the  re- 
turns are  slow,  and  heavy  on  one  in  which,  from 
the  quickness  of  the  returns,  a  number  of  succes- 
sive sales  are  made  during  the  year.  A  trader  to 
the  East  Indies  or  South  America  may  perhaps 
effect  sales  to  the  amount  of  his  capital  once  in 
two  years  ;  a  small  retailer  who  sells  for  cash  may 
dispose  of  goods  to  the  amount  of  his  capital  once 
a  month ;  the  latter  would  consequently  pay  a 
tax  in  proportion  to  his  stock  and  profits,  twenty- 
four  times  heavier  than  the  other.  But  by  com- 
petition, all  profits,  allowance  being  made  for 
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risk,  respectability,  and  other  circumstances  un- 
connected with  taxation,  are  reduced  nearly  to 
equality  ;  and  if  by  taxation  this  natural  propor- 
tion be  disturbed,  stock  will  be  repelled  from 
what  have  been  rendered  disadvantageous  em- 
ployments, till  the  excess  of  the  demand  over  the 
supply  raise  the  profits  in  those  branches,  as  much 
as  they  had  been  depressed  by  the  operation  of 
the  tax.  Such  a  duty  on  sales,  therefore,  belongs 
to  the  class  of  indirect  taxes,  being  ultimately 
paid,  not  by  the  merchant  from  whom  it  is  levied, 
but  by  his  customers  who  have  occasion  for  the 
goods.* 

But  if  the  duty,  in  place  of  extending  to  every 
mode  in  which  commodities  can  be  sold,  is  re- 
stricted to  one  of  these  modes,  it  changes  its  cha- 
racter, and  becomes  a  direct  tax  on  the  seller. 
The  commodity  is  not  more  valuable  to  the  pur- 
chaser if  acquired  by  one  kind  of  bargain  than 
by  another,  and  will  consequently  bring  no  ad- 
vanced price.  Neither,  it  may  be  said,  is  it  less 
valuable  to  the  seller ;  but  if  it  be  disposed  of  in 
that  particular  manner  which  is  liable  to  the  tax, 
the  seller  must  expect  some  advantage  of  another 
kind,  which  to  him  is  an  equivalent  for  the  pay- 
ment of  the  duty.  This  equivalent  is  usually  the 
greater  rapidity  of  sale. 

*  Taxes  on  sales  of  this  description  will  afterwards  be  con- 
sidered.   Part  II.  Chap.  Ill, 
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The  duty  om  the  sale  of  goods  by  auction, 
which  in  England  amounts  to  one  shilling  in  the 
pound,  is  of  this  nature.  The  goods  are  worth 
no  more  to  the  buyer  on  account  of  the  manner 
in  which  they  come  into  his  possession,  but  the 
seller  may  sometimes  find  it  convenient  or  neces- 
sary to  submit  to  the  tax,  in  order  to  get  his 
commodities  speedily  exchanged  for  money. 
This  he  will  do,  if,  intending  to  retire  from  busi- 
ness, he  wishes  to  save  the  trouble  and  expense 
of  gradually  selling  off  his  stock.  In  this  case, 
he  receives  an  equivalent  for  the  tax,  and,  as  the 
transaction  is  perfectly  optional,  there  does  not 
appear  to  be  any  great  hardship  imposed  upon 
him.  But  more  frequently  a  sale  by  auction  is 
forced  upon  a  manufacturer  or  merchant  by  his 
necessities.  Disappointed  in  his  funds,  and  in 
danger  of  being  harassed  by  his  creditors,  he  is 
obliged  to  have  recourse  to  the  most  speedy  mode 
of  sale,  even  though  disadvantageous  in  itself \ 
and  loaded  with  a  duty.  A  tax  thus  tending  to 
oppress  the  fallen,  to  add  perhaps  to  unmerited 
distress,  and,  if  it  be  to  any  considerable  amount, 
to  make  a  temporary  difficulty  the  fore-runner  of 
ruin,  is  in  the  highest  degree  impolitic  and  cruel., 

A  tax  on  the  sale  of  lands  differs  in  this  from 
a  tax  on  the  sale  of  commodities,  that,  in  what- 
ever way  it  may  be  levied,  it  must  always  fall 
upon  the  seller.  Such  a  tax  can  neither  raise 
the  rent  of  land,  nor  sink  the  ordinary  rate  of 
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interest  of  money,  nor  make  any  difference  in  the 
advantages  which  land  possesses  over  other  pro- 
perty. It  holds  out  no  inducement  to  a  purcha- 
ser beyond  what  exists  independently  of  the  tax, 
and  consequently  cannot  enhance  the  price.  The 
land  will  bring  only  a  certain  sum  of  money,  and, 
if  part  of  this  be  laid  hold  of  by  the  state,  so 
much  less  will  come  into  the  pocket  of  the  sell- 
er. The  duty  on  the  sale  of  lands  is  levied  in 
England  by  a  stamp  on  the  principal  deed,  which 
amounts  to  about  three-fourths  per  cent,  on  the 
purchase-money  ;  but  as  there  is  a  further  tax 
on  every  1080  words  contained  in  that  deed,  and 
also  other  stamps  on  all  subsidiary  deeds,  it  may 
be  reckoned  at  one,  or  perhaps  one  and  a  half, 
per  cent.  Besides  this,  there  is  a  further  duty 
on  all  lands  sold  by  auction. 

Houses  may,  in  this  respect,  be  classed  some- 
times with  commodities,  but  more  frequently 
with  lands.  In  a  prosperous  country,  there  must 
always  be  a  demand  for  new  houses,  not  only  to 
replace  those  that  fall  into  decay,  but  also  to  ac- 
commodate the  increasing  numbers  of  the  more 
wealthy  citizens,  as  well  as  to  bestow  that  addi- 
tional comfort  on  the  lower  classes,  which  is  the 
consequence  of  national  advancement.  In  such 
circumstances,  houses  will  be  built  for  sale  ;  and 
as  the  builder's  profit  must  be  regulated  by  the 
ordinary  rate  of  the  country,  any  tax  that  is  laid 
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on  the  transference  of  the  house  to  the  first  pur- 
chaser must  enhance  the  price.  Were  it  not  to 
do  so,  the  builder  would  employ  his  capital  in 
some  other  way,  until  the  general  demand  for 
houses  enabled  him  to  clear  a  profit  proportion- 
ed to  his  risk  and  outlay.  It  is,  however,  only 
the  tax  on  this  first  sale  that  will  be  paid  by  the 
purchaser,  and  thus  form  part  of  the  value  of  the 
house.  No  subsequent  sale  affects  the  builder, 
who  may  be  considered  as  bringing  the  commo- 
dity to  market,  nor  can  a  farther  change  of  pro- 
prietors add  any  thing  to  the  intrinsic  value  of 
the  property.  The  price  of  houses  already  built 
must  be  entirely  regulated  by  that  at  which  those 
building  at  the  time  can  be  sold,  and  in  this  latter 
price  there  enters  only  the  tax  on  the  first  trans- 
ference. #  The  duties  on  the  sale  of  houses  are 
the  same  in  England  with  those  on  the  sale  of 
lands.  In  Holland,  also,  before  the  revolution, 
the  taxes  on  the  transference  of  the  two  kinds 
of  property  were  equal,  amounting  to  9k  per 
cent,  of  the  purchase-money,  in  whatever  way 
the  sale  was  effected. 


*  In  countries  which  are  declining,  there  can  be  no  such 
trade  as  that  of  builder.  Houses  will  be  repaired  as  long  as 
they  will  stand,  and  when  ruinous,  they  will  be  allowed  to  re- 
main uninhabited.  In  such  circumstances,  the  houses,  like 
the  cultivated  lands,  may  be  considered  as  unsusceptible  of 
diminution  while  they  yield  any  rent  whatever,  and  consequent- 
ly their  value  cannot  be  increased  by  a  tax  upon  the  sale. 
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111  considering  the  consequences  likely  to  re-* 
suit  from  direct  taxes  on  sales,  it  is  at  once  appa- 
rent, that,  if  they  should  be  so  heavy  as  to  render: 
evasion  an  object,  such  evasion  could  scarcely 
be  checked.  There  being  no  fixed  value  of  any 
kind  of  property,  the  price  narrated  in  the  deed 
might  be  very  different  from  that  which  was  ac- 
tually paid  ;  and,  if  the  two  parties  kept  their 
own  secret,  the  fraud,  though  it  might  be  sus- 
pected, could  scarcely  be  proved.  This  facility 
of  evasion  may  probably  outweigh  the  cheapness 
of  collection,  which  seems  to  be  the  only  advan- 
tage possessed  by  this  branch  of  public  revenue* 

It  is  a  more  important  objection  to  a  tax  ori 
sales,  that,  in  as  far  as  it  cannot  be  transferred  to 
the  consumer  of  the  commodity,  it  is  a  direct 
charge  on  capital. 

If  the  merchant,  who  sells  his  goods  by  auc- 
tion, receive  5  per  cent,  less  than  their  value,  it 
is  plain  that  he  is  5  per  cent,  poorer  in  conse- 
quence of  the  tax  j  that  he  has  just  so  much  less 
capital  with  which  he  can  again  purchase  com- 
modities, or  buy  lands,  or  make  loans  to  other 
traders.  The  sum  so  deducted  from  his  capital 
forms  no  capital  to  any  other  person  ;  but,  be- 
ing paid  into  the  treasury,  is  immediately  ex- 
i  pended. 

The  same  thing  takes  place  in  the  sale  of 
lands.  The  money  paid  by  the  purchaser,  which 
wras  formerly,  in  some  shape,  circulating  capital, 
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exceeds,  by  the  amount  of  the  tax,  what,  being 
received  by  the  seller,  is  afterwards  to  become 
his  circulating  capital :  the  difference  goes  to 
the  public  revenue,  and  forms  a  portion  of  what 
is  expended  during  the  year. 

A  similar  defalcation  of  capital  takes  place 
at  every  sale  of  a  house,  after  it  has  passed  out 
of  the  hands  of  the  builder  ;  and  when  it  is  con- 
sidered that  a  house  is  never  purchased  from  the 
portion  of  wealth  set  apart  for  annual  expendi- 
ture, but  from  that  which  was  formerly  capital,  it 
will  be  acknowledged,  that  what  takes  money  out 
of  the  pocket  of  the  buyer,  without  putting  it 
into  that  of  the  seller,  must  always  diminish  the 
capital  of  the  country ;  and,  therefore,  that  even 
the  first  sale  of  a  house,  though  the  tax  be  a 
charge  against  the  purchaser,  is  no  exception  to 
the  general  rule. 

Nothing,  at  the  same  time,  can  be  more  re- 
pugnant, than  a  tax  on  sales,  to  the  great  aim  of 
a  financial  system,  the  establishment  of  a  rate  of 
contribution  proportioned  to  the  abilities  of  the 
several  citizens.  It  is  not  usually  the  rich,  but 
the  poor,  who  sell  their  houses  and  lands  ;  and 
consequently  it  is  not  the  rich,  but  the  poor, 
who  are  affected  by  the  tax.  While  a  man  can 
retain  his  house  or  estate,  he  pays  nothing  to 
government ;  but  the  .instant  that  misfortune  or 
imprudence  make  it  necessary  for  him  to  remove 
to  an  inferior  habitation,  m  to  part  with  lands, 

VOL.  III.  H 
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which,  perhaps,  have  descended  to  him  from  & 
long  line  of  ancestors,  that  instant  does  the 
state  interfere,  not  to  mitigate  his  distress,  but 
to  increase  his  misery  and  accelerate  his  ruin. 

It  is  not  merely  the  per  centage  on  the  money 
actually  received  by  the  seller,  that,  at  such  a 
time,  he  is  called  upon  to  pay  ;  for,  before  he 
resolves  on  a  sale,  he  will  probably  have  borrow- 
ed  money  on  mortgage,  in  the  vain  hope  of  re- 
paying it,  from  the  profits  of  projected  improve- 
ments, or  from  the  visionary  fruits  of  an  econo- 
my, always  proposed,  but  never  executed.  His 
free  income  being  every  year  diminished,  while 
his  habits,  and  the  fear  of  losing  his  consequence 
in  the  country,  lead  him  to  postpone  his  re- 
trenchments, the  evil  day  of  sale  will  at  last  ar- 
rive. The  tax,  in  place  of  5  per  cent,  on  the 
price  which  he  receives,  will  perhaps  amount  to. 
]0  or  15  per  cent,  of  the  sum  which  remains  af- 
ter clearing  off  his  mortgages  ;  his  reversion  will 
consequently  be  materially  reduced,  and  that 
period  of  his  life,  when  he  is  least  able  to  bear 
any  additional  pressure,  will  be  the  period  se- 
lected for  subjecting  him  to  a  most  grievous  im- 
position ;  while  all  his  more  prudent  or  more  for- 
tunate neighbours,  are  allowed  to  possess  their 
estates  untouched  by  the  finger  of  the  law. 

This  struggle  to  retain  possession  of  an  estate 
is,  in  itself,  a  public  evil.  A  proprietor,  whose 
affairs  are  embarrassed,  can  neither  lay  out  mo- 
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ney  on  improvements  himself,  nor  grant  such 
leases  as  may  encourage  others  to  cultivate  his 
lands.  His  first  object  will  always  be  immedi- 
ate income  ;  and,  in  his  eagerness  for  instant  re- 
lief, he  will  often  sacrifice  the  permanent  inte- 
rests of  his  family.  Inferiority  of  culture  will 
mark  the  boundaries  of  his  estate,  and  the 
portion  of  land  in  his  possession  yielding  inader 
quate  returns,  the  aggregate  income  of  the  so- 
ciety will  suffer  from  his  poverty.  Thus,  the  tax 
not  only  consumes  a  portion  of  capital  at  the 
moment  it  is  levied,  but  has  a  tendency,  by  post- 
poning sales,  to  obstruct  the  annual  production 
of  wealth  for  many  previous  years. 


CHAPTER  V. 

Of  Taxes  on  Inhabited  Houses, 

SECTION  I. 

o 

General  Observations  on  House-Taxes. 

If  a  very  heavy  duty  were  to  be  suddenly  inu 
posed  on  inhabited  houses,  its  first  operation 
would  be  to  lower  the  rate  of  rents,  and  conse- 
quently to  impoverish  the  proprietors.  Each 
person  proportioning  his  annual  rent  to  his  ordi- 
nary income,  such  a  tax  would  induce  many  to 
remove  to  less  elegant  and  expensive  houses, 
than  those  which  they  had  formerly  inhabited. 
It  does  not  indeed  follow  in  all  cases,  that  the 
parsimony,  consequent  on  an  increase  of  taxa- 
tion, will  immediately  affect  the  use  of  the  parti- 
cular article  that  is  taxed.  The  natural  conse- 
quence of  any  new  public  burden  is  to  set  peo- 
ple to  consider  in  what  way  its  amount  may  be 
saved  by  the  least  sensible  privation.  On  such  a 
subject,  different  men  will  form  different  concha 
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sions ;  some  abandoning  one  luxury  some  ano- 
ther, and  a  still  greater  number  limiting  their 
consumption  of  several  commodities.      But   a 
heavy  tax  on  any  article  of  expense  naturally 
directs  the  attention  more  forcibly  to  it  than  to 
others,  arid  unless  it  be  of  a  nature  very  essen- 
tial to  comfort,  the  first  impulse  is  to  limit  the 
particular  branch  of  expenditure  which  has  been 
subjected  to  the  duty.  A  tax  of  four  shillings  in 
the  pound  of  rent,  if  suddenly  imposed,  would 
most  probably  induce  many  people  to  remove 
to  smaller  and  cheaper  houses,  by  which  the  ne- 
cessary economy  would  be  attained  more  speedi- 
ly and  more  securely,  than  by  a  number  of  gra- 
dual savings,  the  sum  of  which  might,  at  the 
end  of  the  year,  compensate  the  additional  rent. 
As,  in  descending  from   the  higher  to  the 
lower  ranks,  each  successive  class  consists  of  a 
greater  number  of  individuals,  the  demand  for 
every  kind  of  house,  except  the  lowest,  would 
thus  be  diminished,  and  rents  would  consequent- 
ly be  reduced.     Whatever  might  be  the  state  of 
the  country,  such  a  tax  would  at  first  fall  on  the 
proprietors,  who  would  be  subjected  to  a  partial 
burden,  from  which  their  fellow-citizens,  though 
equally  rich,  were  exempted ;    and  in  a  decli- 
ning state,  this  would  even  be  the  permanent  ef- 
fect of  the  tax.     But  in  a  prosperous  country, 
where  new  houses  are  annually  required  to  sup- 
ply the  increasing  demand  of  those  rising  into 
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opulence,  as  well  as  to  counteract  the  slow,  but 
regular,  effects  of  gradual  decay,  this  operation 
of  a  house-duty  would  speedily  cease,  rents 
would  recover  from  their  temporary  depression, 
and  the  duty,  in  whatever  way  it  might  be  levied, 
would  then  affect  the  occupiers  of  the  houses. 

Even  at  first,  what  Dr  Smith  has  called  the 
ground-rent,  as  distinguished  from  the  building- 
rent,*  would  be  very  little  reduced.  The  ground- 
rent  is  the  price  of  some  relative  advantage  in 
the  situation.  Whatever  is  paid  for  building- 
ground,  beyond  the  ordinary  price  of  land  in  the 
country,  is  a  compensation  for  some  real  or  sup- 
posed fashion,  beauty,  healthfulness,  or  conveni- 
ence* The  effect  of  a  high  tax  on  rents  might 
be  to  induce  some  inhabitants  to  remove  to  less 
fashionable,  or  less  convenient  situations ;  but 
the  number  of  houses  in  such  situations  being 
limited,  the  consequence  would  be,  that  ground- 
rents  might  be  more  equalized  in  the  same  town, 
or  district  of  a  town^  not  that  upon  the  whole 
they  would  be  much  depressed.  Such  an  equa- 
lization would  be  very  transient.  A  man  of  fa^ 
shion  would  not  long  continue  to  reside  in  a 
quarter  inhabited  by  people  of  inferior  rank,  nor 
a  merchant  at  a  great  distance  from  Change  ;  far 
less  would  any  tax  induce  him,  who  was  accus- 
tomed to  an  airy  situation,  to  confine  himself  to 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art  h 
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a  narrow  and  dirty  lane,  or  a  manufacturer  to 
remove  from  workshops  well   situated  for  his 
business.     This  ground-rent,  being  paid  for  ad- 
vantages that  are  permanent,  will  be  little  affect- 
ed either  by  a  tax,  or  even  by  any  fluctuation  of 
|  rents.      It  will  in  some  degree,  indeed,  rise  or 
fall,  like  other  luxuries,  with  the  general  accu- 
mulation or  diminution  of  wealth  ;  but  its  chief 
fluctuations  are  to  be  ascribed  to  circumstances 
of  a  totally  different  nature,  to  the  prosperity  or 
decline  of  a  particular  district,  to  the  establish- 
ment of  a  manufactory  in  a  particular  street,  to 
the  introduction  or  removal  of  a  nuisance,  to 
the  caprice  of  fashion,  the  erection  of  public 
buildings,  or  perhaps  the  opening  of  a  few  splen- 
did shops.      The  advantages  derived  from  such 
circumstances  not  being  diminished  by  the  tax, 
the  ground-rent*  which  is  the  compensation  for 
those  advantages,  will  suffer  a  very  transient  re- 
duction.  Were  it  otherwise,  a  house-duty  would 
in  so  far  be  unjust,  for  it  would  be  paid  only  by 
one  class  of  citizens,  while  other  classes,  of  equal 
or  superior  wealth,  were  exempted.      The  rea- 
sons assigned  by  Dr  Smith*  for  approving  of 
taxes  affecting  the  owner  of  ground-rent  exclu- 
sively, are  very  unsatisfactory*      These  reasons 
are,  that  he  enjoys  his  wealth  without  any  care 
or  attention  of  his  own ;   that  he  has  no  means 

*  Wealth  of  Nation*,  Rook  V.  Chap.  II.  Part  IT.  Art.  I. 
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of  throwing  the  burden  on  others  by  raising  the 
price  of  any  commodity ;    and  that  his  ground- 
rent  is  entirely  owing  to  the  good  government 
of  the  state.     The  whole  rent  of  land  and  inte- 
rest of  money,  equally  with  ground-rent  of  houses, 
are  revenues  altogether  independent  of  the  exer- 
tion of  the  proprietors  :   that  the  tax  must  fall 
entirely  on  one  description  of  people,  is  an  ar- 
gument, not  of  its  excellence,  but  of  its  injus^ 
tice;  and,  perhaps,  no  species  of  property  could 
have  been  found,  that  owes  its  value  so  little  to 
the   cares  of  government,      Tyranny,  indeed, 
must  lower  the  value  of  every  possession,  but 
not  peculiarly  of  this  :  for  ground-rents  arise  less 
from  good  government,  or  the  general  welfare, 
than  from  local  prosperity,  and  local  demand,  of 
a  nature  so  little  connected  with  the  general 
prosperity  of  the  state,  as  to  be  sometimes  con- 
fined to  a  single  city,  or  even  to  a  single  street. 
It  is  precisely  because  the  advantages  of  local 
situation  are   little  dependent  on   the  general 
wealth  of  the  country,  that  a  house-duty  will, 
only  in  a  very  slight  degree,  depress  the  ground- 
rent  which  is  paid  for  those  local  advantages, 

If,  then,  a  tax  on  inhabited  houses  were  to  affect 
the  proprietors,  without  depressing  the  ground- 
rent  in  any  great  degree,  it  must  chiefly  Fall  on 
that  other  part  of  the  rent  which,  being  the  inte- 
rest and  profit  of  the  money  expended  in  building, 
has  been  very  properly  called  the  Building- Rent 

i 


INHABITED  HOUSES.  \%\ 

A  diminution  of  this  part  of  the  rent  would  obvi- 
ously prevent  any  more  capital  from  going  to  an 
employment  that  for  the  time  was  unprofitable. 
Few  fiew  houses  would  be  built,  while  old  ones 
were  annually  becoming  uninhabitable,  or  at  least 
unfit  for  the  same  class  of  people  ;  and,  the  de- 
mand increasing  according  to  the  prosperity  of 
the  country,  rents  would  speedily  advance,  until 
the  trade  of  building  and  letting  houses  became 
as  advantageous  as  other  employments  of  stock. 
Were  the  tax  to  be  imposed  by  degrees,  in 
place  of  all  at  once,  it  might  be  rendered  very 
heavy  at  last  without  occasioning  even  a  tempo- 
rary depression  of  rents.    To  remove  to  a  small- 
er, less  convenient,  or  less  fashionable,  house,  is 
to  most  people  so  disagreeable,  and  to  many  ap- 
pears so  degrading,  that  any  moderate  tax  would 
be  saved  in  a  thousand  ways,  rather  than  in  this. 
Another  small  increase  of  the  tax,    after  the 
annual  expenditure  had  again  been  proportion- 
ed to  the  annual  income,  would,  in  like  man- 
ner, occasion  an  additional  strictness  of  econo- 
my, or  the  retrenchment  of  some  luxury  that 
could  be  most  easily  spared,  rather  than  a  step 
by  which  the  necessity  of  parsimony  is  avowed 
to  the  world.     In  this  way  the  duty  might  be 
gradually  increased  without  any  depression  of 
rents,  and  the  tax  would  fell  at  once,  where  it 
must  ultimately  rest,  on  the  occupiers  of  houses. 
It  h  trae,  that  such  a  tax  might  prevent  a  mm 
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who  was  rising  in  the  world  from  removing  to  a 
more  expensive  house,  quite  so  soon  as  he  other- 
wise might  have  done  ;  but  this  would  merely 
occasion  a  variation  in  the  description  of  new 
houses  in  demand,  to  which  the  supply,  without 
at  all  affecting  the  interests  of  the  present  pro- 
prietors, would  naturally  accommodate  itself.  If 
the  demand  were  not  reduced  in  any  class  of 
houses,  it  would  be  immaterial  in  which  class  it 
was  most  rapidly  advancing ;  for  the  houses  of 
that  class  annually  erected  would  keep  pace  with 
the  demand. 

A  house-tax,  then,  in  whatever  manner  it  may 
be  assessed,  will  in  general  be  a  charge  against 
the  occupier,  which  he  cannot  devolve  on  the 
proprietor  ;  and  therefore,  in  considering  its  jus- 
tice, we  must  examine  whether  the  house  which 
a  person  inhabits  is  a  fair  criterion  of  his  wealth. 
That  it  is  a  tolerably  accurate  measure  of  his 
annual  expenditure,  there  can  be  little  doubt. 
A  large  and  elegant  mansion  is  necessary  for  the 
accommodation,  the  splendour,  and  the  magnifi- 
cent entertainments  of  the  opulent ;  a  neat  and 
commodious  house  suffices  for  the  comfort  of 
the  middling  ranks  ;  and  mere  shelter  from  the 
climate  is  the  lot  of  the  poor.     A  house  dispro- 
portioned  to  the  expenditure  is  either  a  very  un- 
necessary profusion  in  one  article,  which  must 
occasion  more  painful  privations  in  others,  or  a 
misplaced  parsimony  which  must  diminish  every 
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Comfort  and  depreciate  every  luxury.  Instances 
of  splendid  entertainments  in  small  and  mean 
apartments,  or  of  sordid  parsimony  within  the 
walls  of  a  palace,  excite  a  degree  of  ridicule 
which  may  prove  such  deviations  from  the  gene- 
ral relation  between  the  house  and  style  of  living 
to  be  very  uncommon. 

One  exception*  indeed,  will  occur  to  every 
persom  A  numerous  family  must  of  necessity 
occupy  a  larger  house  than  a  smaller  family  li- 
ving at  the  same  annual  expense.  The  public 
rooms  may  be  nearly  of  the  same  degree  of  mag- 
nificence, but  the  number  of  bed-rooms,  and  con- 
sequently the  dimensions  of  the  houses,  will  be 
very  different.  If  the  tax  be  rated  according  to 
the  rent  of  the  houses,  or  the  number  of  rooms 
which  they  respectively  contain,  it  will  bear  a 
very  different  proportion  to  the  annual  expend- 
iture of  a  numerous  and  of  a  small  family. 

A  very  simple  modification  of  the  tax,  how- 
ever, will  effectually  remove  this  objection.  It 
is  necessary  merely  to  allow  a  deduction  accord- 
ing to  the  number  of  the  family,  exchisive  of  do- 
mestics, and  every  inequality  will  be  done  away. 
What  this  deduction  ought  to  be  might  without 
much  difficulty  be  ascertained,  taking  care,  if 
there  should  be  any  error,  that  it  favoured  the 
numerous  family,  whose  expenditure,  being  more 
in  necessaries  and  less  in  luxuries,  than  that  of 
an  unmarried  man,  cannot  be  circumscribed  with- 


124  OF  TAXES  ON 

out  occasioning  more  severe  privations.  Per- 
haps an  abatement  of  4  per  cent,  for  every  mem- 
ber, except  the  head  of  the  family  and  domes- 
tics, might  be  sufficiently  equitable.  Of  three  fa- 
milies inhabiting  houses  of  the  same  expense* 
and  consisting  of  one,  five,  and  ten  members,  the 
first,  according  to  this  rule,  would  pay  one  hun* 
dred,  the  second  eighty-four,  and  the  third  sixty-* 
four  pounds  of  house-duty,  while  a  family  con- 
sisting of  fourteen  persons  exclusive  of  domes- 
tics, would  contribute  forty- eight  pounds  only,  to 
this  branch  of  the  revenue.* 

Such  a  modification  of  the  tax  could  never 
hold  out  encouragement  to  imprudent  marriages* 
If  the  abatement  were  strictly  proportioned  to 
the  additional  size  of  the  house  required  for  the 
accommodation  of  the  family,  it  would  merely 
prevent  an  injustice,  arising  from  that  being  con* 
sidered  as  a  proof  of  wealth,  which  is,  in  reality* 
a  cause  of  poverty,  and  would  still  leave  the  con- 
tribution fairly  proportioned  to  the  whole  of  the 
annual  expenditure.      Should  the  abatement  go 

*  The  allowance  in  respect  of  children,  by  the  46  Geo.  III. 
Chap.  84,  is  4?  per  cent,  for  every  child  above  two,  provided 
the  whole  assessed  taxes  of  the  person  claiming  the  allowance 
be  under  forty  pounds.  This  is  defective ;  for,  first,  a  family 
of  four  persons  must'  occupy  a  larger  house  than  a  bachelor 
of  equal  wealth  ;  and,  secondly,  the  abatement,  being  on  the 
ground,  that  the  proportion  of  the  assessed  taxes  to  the  whole 
expenditure  rises  according  to  the  numbers  of  the  children, 
ought  to  be  allowed  to  the  rich  as  well  as  to  the  poor. 
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$  little  farther  than  this,  and  relieve,  in  some 
small  degree,  those  who  had  very  numerous  fa* 
Leg,  the  prospect  of  such  relief  could  scarcely 
nee  any  one  to  contract  a  marriage.  He, 
who  was  prudent  enough  to  look  forward  to  &' 
contingency  so  distant  and  uncertain,  would 
probably  pay  sufficient  attention  to  those  circum- 
stances, by  which  his  welfare  was  to  be  much  more 
immediately,  and  much  more  materially,  affected. 
Another  question  occurs,  how  far  annual 
expenditure  is  a  proper  indication  of  wealth. 
Among  individuals  it  evidently  furnishes  a  very 
inaccurate  standard.  If  the  scale  of  contribution 
is  to  be  regulated  by  that  of  expenditure,  the  mi- 
ser will  have  his  enormous  property  secured  to 
him  at  a  very  trifling  expense,  while  the  prodigal 
will  pay  dearly  for  a  protection  which,  having 
spent  his  estate,  he  does  not  really  enjoy. 

That  the  rule  is  not  equitable  in  every  case 
must  be  admitted ;  but  unless  the  objections  to 
a  general  assessment  can  be  obviated,  the  expen- 
diture is  probably  the  nearest  approximation  that 
can  be  made  to  the  wealth  of  the  several  classes 
of  society,  if  not  to  that  of  all  the  individuate 
composing  those  classes.  It  seems,  indeed,  the 
only  possible  criterion  independently  of  direct 
valuation,  and  accordingly  it  is  the  foundation 
both  of  this  duty  and  of  every  branch  of  in- 
direct taxation.  Not  only  is  the  expenditure  of 
the  several  ranks  and  classes  of  the  community 
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proportioned  to  their  respective  incomes,  but 
among  the  individuals  of  each  class  a  similar  pro- 
portion, though  with  occasional  and  sometimes 
very  considerable  variations,  may  be  traced.  That 
the  rule  does  not  accurately  apply  to  every  case, 
and  that  in  rare  instances  it  is  extremely  defec- 
tive, cannot  be  considered  as  a  good  objection, 
unless  a  more  unerring  standard  of  riches  can  be 
pointed  out. 

It  may  also  be  remarked,  that,  in  as  far  as  taxes 
on  expenditure  fall  unequally  on  the  real  wealth 
of  individuals,  they  operate  as  a  premium  to  fru- 
gality ;  and  when  it  is  recollected  that  the  whole 
capital  of  the  nation  had  its  origin  in  the  econo- 
my of  individuals,  it  may  be  thought  that  the  ge- 
neral good  is  a  sufficient  justification  of  a  mea- 
sure which  holds  out  a  direct  encouragement  to 
the  accumulation  of  stock.  If  too  great  a  share 
pf  the  public  burdens  be  thrown  on  the  prodigal, 
?t  may  tend  to. restrain  conduct  equally  injurious 
to  private  happiness  and  to  the  public  interests ; 
and  if  opulence  occasionally  escape  from  its  just 
share  of  contribution,  an  equivalent  will  be  gain- 
ed in  the  additional  employment  of  productive 
labour,  and  in  the  annual  increase  of  that  gene- 
ral prosperity  and  wealth,  from  which,  at  some 
future  time,  new  revenues  will  accrue  to  the  state. 
If  taxes  on  inhabited  houses  cannot  be  so  le- 
vied as  to  accord  in  every  case  with  the  princi- 
ple, that  the  public  burdens  should  fall  on  the 
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citizens  in  proportion  to  their  wealth,  this  is  the 
only  objection  to  which  they  seem  liable  ;  for,  in 
other  respects,  they  may  be  rendered  as  unexcep- 
tionable, as  any  other  means  of  raising  a  public 
revenue. 

There  are  chiefly  three  modes  in  which  such 
taxes  have  been  levied  ;  according  to  the  rent ; 
according  to  the  number  of  windows ;  and  ac- 
cording to  the  number  of  hearths  or  rooms. 
Whichsoever  of  these  modes  may  be  adopted,  the 
tax  will  occasion  no  diminution  of  the  capital  of 
the  nation.  It  will  be  looked  upon  by  each  con- 
tributor as  part  of  his  annual  expense,  equally 
with  the  rent  of  his  house  ;  it  will  enter  as  com- 
pletely into  his  view  in  proportioning  his  style 
of  living  to  his  income  ;  and,  if  the  tax  be  increa- 
sed, a  similar  reduction  of  some  articles  of  ex- 
penditure will  take  place  as  certainly,  as  if  the 
house-rent  had  been  raised,  or  the  price  of  com, 
modities  had  advanced. 

A  tax  on  inhabited  houses  is  also  capable  of 
being  assessed  in  whatever  proportion  to  the 
wealth  of  the  contributor,  as  estimated  by  the 
house  which  he  occupies,  may  be  thought  most 
equitable ;  and  if  received  by  instalments,  it 
may  be  levied  at  little  expense  to  the  public,  and 
without  occasioning  trouble,  uncertainty,  or  vex- 
ation, to  any  individual. 

In  some  respects,  however,  there  are  consi- 
derable differences  between  the  three  modes  of 


ItS  OF  TAXES  OS 

assessing  the  tax  that  have  been  mentioned ;  on 
which  account,  it  may  be  proper  to  examine 
them  separately. 


SECTION  II. 

Of  a  Home-duty  according  to  Rent, 

This  mode  of  levying  a  house-duty  is  both  the 
most  obvious,  and  in  general  the  most  equitable. 
It  is  the  annual  rent  of  his  house  which  each 
person  endeavours  to  proportion  to  his  ordinary 
expenditure  and  his  ordinary  income,  and  which 
therefore  may  be  considered  as  the  true  indica- 
tion of  his  style  of  living.  According  to  his  fan- 
cy, his  desire  for  domestic  society,  for  elegance, 
or  for  magnificence,  he  may  have  more  or  fewer 
rooms,  and  these  larger  or  more  richly  decora^ 
ted ;  but  whatever  expense  he  may  indulge  in 
one  way,  he  will  endeavour  to  save  in  another, 
so  that,  upon  the  whole,  his  house  rent  may  not 
consume  too  great  a  portion  of  his  income.  Un- 
less there  be  some  difficulty  in  ascertaining  the 
rent,  or  some  injustice  or  inconvenience  in  con- 
sidering that  rent  as  the  true  measure  of  the  va- 
lue of  the  house,  it  would  seem  unnecessary  to 
have  recourse  to  the  number  of  windows  or  of 
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hearths,  circumstances  which  afford  a  mere  pre- 
sumption of  that  value. 

Of  houses  let  to  tenants,  it  must  be  easy  to 
ascertain  the   actual  rents.      There  cannot  be 
the   same   danger  of  collusion  to   defraud  the 
revenue,  as   between   farmers   and  their   land- 
lords.    The  proprietors  and  occupiers  of  houses, 
being  usually  unconnected,  and  frequently  even 
unacquainted,  with  each  other,  would  mutually 
feel  reluctance  to  propose  an  evasion,  the  dis- 
covery of  which  must  injure  their  characters. 
The  frequent  change  of  tenants,  too,  would  ren- 
der a  great  number  of  people,  in  the  course  of  a 
few  years,  privy  to  the  fraud  ;  and  the  value  of 
a  house  is  so  well  known  to  all  the  neighbour- 
hood, and  indeed  may  be  so  nearly  ascertained 
by  comparison  with  other  houses  of  the  same  di- 
mensions and  similarly  situate,   that  suspicion 
would  immediately  be  excited  by  a  very  inade- 
quate rent,  and  detection  could  scarcely  fail  to 
result  from  even  a  cursory  investigation,     Were 
a  signed  certificate  of  the  rental  to  be  annually 
demanded  from  both  parties,  and  a  heavy  fine 
imposed  on  a  false  return,  it  is  scarcely  possible 
that  any  evasion  could  be  practised. 

It  is  not  indeed  so  easy  to  rate  houses  possess- 

£d  by  their  proprietors,  but  the  difficulty  is  much 

less  than  in  the  case  of  lands.  The  nature  of  the 

soil,  the  condition  of  the  farm,  the  distance  fro  in 

vol.  im.  t  - 
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lime,  manure,  and  markets,  together  with  many- 
other  circumstances  which  it  is  difficult  to  ap- 
preciate and  compare,  affect  the  value  of  land. 
But  in  estimating  the  rent  of  houses,  assistance 
may  be  got  from  the  annual  value  of  other  houses 
of  equal  convenience,  elegance,  and  size,  situate 
not  only  in  the  same  town,  but  in  the  same  quar- 
ter of  that  town,  and  possessing  the  same  recom- 
mendations, whether  on  account  of  health,  busi- 
ness, or  fashion.  It  would  be  so  easy  to  make 
the  comparison  that  there  could  be  little  room 
for  difference  of  opinion  between  the  surveyor 
and  proprietor,  and  if  such  differences  should 
occur,  they  might  be  settled  by  the  award  of  a 
jury.* 

It  will  be  a  matter  of  much  greater  difficulty 
to  rate  country  houses  inhabited  by  their  pro- 
prietors, there  not  being  the  same  opportunity, 
as  in  towns,  of  comparing  them  with  similar  houses 
let  to  tenants.  There  are  two  ways  in  which  the 
annual  rent  may  be  estimated ;  according  to  what 
the  house  could  probably  be  let  for  by  the  year ; 
or  according  to  a  per  centage  on  the  sum  which 
it  has  actually  cost. 

*  To  prevent  litigiousness,  it  would  be  proper  to  enact  that 
the  expenses  of  the  procedure  should  in  every  case  be  paid 
by  the  party  whose  valuation  was  most  distant  from  that  ulti- 
mately fixed  by  the  jury ;  and  this  simple  enactment  would 
probably  render  the  interference  of  a  jury  a  very  rare  occur- 
rence. 
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The  first  mode  of  valuation  would  be  extreme- 
ly defective.  A  house  in  the  midst  of  a  gentle- 
man's estate  would  always,  if  let  by  itself,  bring 
a  very  small  rent,  and  occasionally  it  could  not 
find  a  tenant  on  any  terms.  This  difficulty,  too, 
would  increase  according  to  the  size  of  the  house, 
so  that  while  a  moderate  mansion,  which  had  cost 
a  few  thousand  pounds,  might  bring  some  ade- 
quate return,  a  palace,  on  which  50,0001.  had  been 
expended,  would  not  let  for  10l.  a-year.  The 
probable  rents,  even  if  they  were  ascertained, 
would  be  no  just  measure  of  the  wealth  of  the 
proprietors  by  whom  the  respective  mansions  were 
inhabited  ;  and  even  this  very  imperfect  criterion 
could  not  be  procured  unless  the  houses,  at  no 
great  distance  of  time,  had  actually  been  let. 

It  seems  necessary,  therefore,  to  make  some 
reference  to  the  original  cost.  At  the  same  time, 
when  it  is  considered  that  vanity  is  apt  to  lead  a 
landed  proprietor  to  expend  a  larger  sum  than  is 
prudent  on  his  family  mansion,  and  that  he  may 
find  it  convenient  to  reside  on  his  estate,  even 
although  the  house  be  somewhat  more  magnifi- 
cent than  accords  with  his  fortune,  it  would  seem 
reasonable  that  a  full  deduction  should  be  made 
for  deterioration  since  the  date  of  the  erection, 
and  that  the  rent  should  not  be  valued  at  more 
than  three  or  four  per  cent,  of  that  reduced  es- 
timate. The  proprietor  should  also  be  allowed 
to  shut  up  any  rooms  which  he  found  it  inconve*- 


1S2  OF  TAXES  ON 

nient  to  occupy  (to  the  doors  of  which  rooms 
the  surveyor  should  affix  his  seal),  and  a  propor- 
tional deduction,  on  account  of  the  part  of  the 
house  unoccupied,  should  be  made  from  the  va- 
luation. According  to  these  principles,  the  pro- 
prietor and  surveyor  should  determine  the  rent, 
and,  in  case  of  their  disagreement,  the  decision  of 
a  jury  should  be  final. 

A  house-tax,  according  to  the  rents,  may  be 
levied  in  any  proportion  from  the  several  classes 
of  the  people  that  the  legislature  may  approve. 
The  rate  may  be  the  same  on  all  rents;  or  it 
may  increase  as  rents  advance ;  or  it  may  dimi- 
nish. There  can  be  no  doubt,  however,  that,  ac- 
cording to  every  principle  of  justice,  it  ought  to 
advance.  Not  only  is  it  equitable,  as  has  already 
been  shown,  *  that  the  opulent  should  pay  a  much 
higher  per  centage  on  their  riches,  than  men  of 
moderate  fortune $  but  as  we  ascend  in  the  scale 
of  wealth,  the  proportion  which  house-rent  bears 
to  the  whole  expenditure  probably  diminishes. 
If,  in  some  instances,  the  various  palaces  of  a 
great  family  may  bear  a  high  proportion  to  their 
wealth,  yet  as  the  several  mansions  of  that  fami- 
ly would  be  taxed  separately,  a  progressive  rate 
would  not  bear  so  hard  upon  them  as  might  at 
first  appear.  Thus,  if  the  same  person  had  four 
different  residences,  valued  at  rents  of  30001., 

*  Book  II.  Chap.  V.  Sec.  IV. 
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]£OOl.,  lOOOl.,  and  5001.,  eaeh  of  these  rents 
would  be  taxed  separately,  and  the  average  rate 
would  be  greatly  lower,  than  that  chargeable 
against  one  palace  valued  at  60OO1.  a  year.* 

The  house-tax  of  Britain  is  one  shilling  and 
sixpence  in  the  pound  under  ^Ol.  of  rent,  two 
shillings  and  three-pence  in  the  pound  from  that 
to  40l.,  and  two  shillings  and  ten-pence  for  40L 
and  all  above.  It  is  probable  that  a  house-rent 
from  101.  to  20l.  bears  a  higher  proportion  to  the 
whole  income  of  the  occupier,  than  a  rent  of 
40l.,  or  upwards  :  but  the  same  observation  may 
be  made  respecting  rents  of  4OL,  compared  with 
those  of  100l.,  1501.,  5001.,  or  lOOOl.  Indepen- 
dently, therefore,  of  the  general  principle,  that 
the  rate  of  contribution  should  advance  progres- 
sively according  to  the  wealth  of  the  respective 
classes  of  society,  there  seems  no  good  reason  for 
carrying  on  a  progression  at  the  bottom  of  the 
scale,  and  suddenly  stopping  it  at  40l.  of  house- 
rent.  The  steps  of  the  progression  are,  at  the 
same  time,  much  too  great.  There  appears  no- 
thing but  injustice  in  assessing  the  occupiers  of 
houses  rented  at  18h,  20l.,  and  22l,,  in  ll.  7s., 
2l.  6s.  8d.,   and  gl.  1  !s«  4d.,   respectively ;    or 

*  According  to  the  following  Tables,  those  four  houses 
would  pay  17251.,  7371.  10s,  4501.,  and  1931.  15s.;  in  all, 
31061-  5s.,  being  nearly  the  same  with  one  house  valued  at 
47501.  a  year.    A  palace  valued  at  6000L  a  year  would  be 
chargeable  with  42001. 
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those  of  houses  rented  at  38l.,  40l.,  and  4*L,  in 
4l.5s.  6U,  5h  13s.  4d.,  and  $1.  19s. 

If  the  deduction  already  mentioned  were  to 
be  made  according  to  the  number  of  children, 
perhaps  a  rate  constructed  in  the  following  man- 
ner, might  apportion  this  branch  of  the  public 
burdens  in  an  equitable  manner.  Houses  under 
71.  of  rent  should  be  exempted,  both  because 
they  are  occupied  by  a  class  of  people  possessed 
of  little  or  no  property;  and  because  the  ex- 
pence  of  collection  would  absorb  so  much  of  the 
receipt,  that  no  revenue  adequate  to  the  hardship 
on  individuals  could  accrue  to  the  state.  Houses 
of  71.  rent  might  pay  at  the  rate  of  9d.  in  the 
pound,  those  of  8l.  at  that  of  Is.,  those  of  91.  at 
Is.  3d.,  and  of  1 01.  at  is.  6d.  in  the  pound.  From 
101.  to  50l.,  the  rate  might  increase  3d.  for  every 
51. ;  to  lOOl.,  three-pence  for  every  lOl.;  to  3001., 
three-pence  for  each  25l.  ;  to  5001.,  three-pence 
for  every  SOL;  to  lOOOl.,  three-pence  for  every 
1001.  >  to  2O0OL,  two-pence  for  each  lOOl. ;  and 
above  20001.,  one  penny  in  the  pound  for  every 
additional  lOOl.  of  rent.*     A  ^duty  so  regulated, 

*  The  following  Table  shows  the  amount  of  House-Duty 
as  assessed  by  the  present  law  and  by  the  proposed  rates: 
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while  it  would  distribute  this  part  of  the  public 
burdens  more  justly  over  the  several  classes  of 
inhabitants,  could  not  fail  to  increase  very  ma- 
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terially  one  of  the  least  exceptionable  branches 
of  the  revenue  of  the  state. 

There  would  still,  however,  remain  one  ine- 
quality which  no  modification  of  a  duty,  accord- 
ing to  the  rents,  could  obviate.     Owing  to  the 
great  value  of  building-ground  in  cities,  a  town- 
house  is  always  let  at  a  much  higher  rent,  than 
a  mansion,  equally  commodious  and  elegant,  in 
the  country  ;   in  consequence  of  which,  rent,  in 
the  former  case,  absorbs  a  much  greater  portion 
of  the  income,  than  in  the  latter.     Thus  families 
of  the  same  income,  and  the  same  annual  ex- 
pense, may  pay  respectively  lOOl.,  60l.,  or  30l.  of 
rent,  according  as  they  reside  in  the  capital,  in  a 
smaller  town,  or  in  the  country.    The  tax  would 
therefore  fall  unequally  on  their  several  incomes. 
To  some   it  may  appear  an  additional  recom- 
mendation of  the  tax,  that  it  thus  tends  to  dis- 
courage the  increase  of  towns,  and  the  desertion 
of  the  country  ;  but  it  is  both  inexpedient  and 
oppressive  for  government  to  interfere  with  in- 
dividual discretion,  when   individual  taste  and 
convenience    only    are    concerned.       Neither 
could  the  inequality  be  removed  by  varying  the 
rate  according  to  the  population  of  the  town, 
this  being  only  one  of  the  circumstances  affecting 
the  value  of  building-ground ;    though  the  at- 
tempt would  occasion  great  complication,  and 
considerable  uncertainty  in  the  rate  of  the  tax. 
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But  in  considering  the  window-tax,  we  shall  iind 
an  inequality  of  a  directly  opposite  tendency,  by 
which  any  hardship  on  the  inhabitants  of  cities, 
resulting  from  a  house-duty  assessed  according 
to  rents,  will  in  a  great  measure  be  compensated. 


SECTION  III. 

Of  a  Howe-duty  according  to  the  Number  of  Windows. 

A  window-tax  proceeds  on  two  assumptions, 
neither  of  which  is  just;  that  all  rooms  having 
the  same  number  of  windows  are  of  the  same  di- 
mensions ;  and  that  rooms  of  equal  dimensions 
mark,  in  every  case,  the  same  style  of  expense. 
Rooms  of  equal  size,  however,  are  lighted  by  more 
or  fewer  windows,  according  to  the  fashion  of 
the  times  in  which  they  were  built,  and  mark  a 
greater  or  less  degree  of  expense  in  their  pos- 
sessors, according  to  the  elegance  of  their  deco- 
rations, as  well  as  the  beauty  or  fashion  of  their 
local  situation.  For  these  reasons,  the  number 
of  windows  must  furnish  a  very  inaccurate  ap- 
proximation to  the  size,  and  still  more  to  the  va- 
lue of  a  house  ;  and,  from  particular  circum- 
stances, the  inequality  thus  introduced,  will  be 
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of  the  very  worst  kind,  oppressing  the  poor,  and 
favouring  the  rich. 

As  houses  decay,  or  their  situations  become 
unfashionable,  their  rents  decline,  till  at  last  they 
are  reduced,  in  some  cases,  to  a  very  small  part 
of  their  original  amount.  Houses  in  this  state 
are  for  the  most  part  inhabited  by  men  of  narrow 
and  decaying  fortunes,  who,  at  a  moderate  ex- 
pense, procure  the  accommodations  to  which 
they  have  been  accustomed.  That  they  may 
have  larger,  more  numerous,  and  more  commo- 
dious apartments,  such  persons  are  content  to 
forego  splendour  of  decoration,  and  fashion  of 
situation.  They  retire  to  some  quarter  of  the 
town  less  in  request,  or  perhaps  to  some  village, 
in  which  a  convenient,  though  old  or  unfashion- 
able, house  may  be  got  at  a  very  moderate  rent. 
It  is  this  rent,  rather  than  the  size  of  the  house, 
which  is  proportioned  to  their  expenditure  ;  but 
the  window-tax,  overlooking  the  rent,  is  pro- 
portioned at  best  to  the  number  and  dimensions 
of  the  rooms.  In  many  instances,  it  is  even 
more  unjust  than  a  duty  levied  according  to  the 
actual  measurement  of  those  rooms.  The  large 
sashes,  which  are  now  in  use,  being  of  recent  in- 
troduction, the  number  of  windows,  compared 
to  the  number  and  size  of  rooms,  is  uniformly 
greater  in  old,  than  in  modern  buildings ;  nor 
can  this  be  remedied  without  such  alterations, 
both  on  the  external  appearance  and  the  finish- 

5 
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Ing  of  the  apartments,  as  must  occasion  a  very 
heavy  expense.  An  old  mansion  let  for  20l.,  will 
Often  have  more  windows,  than  an  elegant  and 
fashionable  house  in  a  favourite  situation,  which 
yields  2001.  of  annual  rent.  It  is  obvious  that 
their  proprietors  must  be  in  the  habit  of  spend- 
ing very  different  sums  in  their  families,  and 
therefore,  in  as  far  as  expenditure  is  the  indica- 
tion of  wealth,  a  tax  which  affects  them  equally 
must  be  unjust. 

The  duty  on  windows,  considered  by  itself,  is 
probably  incapable  of  any  modification  that  cart 
remove,  or  even  materially  weaken,  this  objec- 
tion. To  charge  a  very  large  sash  as  two  win- 
dows, is  certainly  an  improvement,  as  it  imposes 
the  tax  somewhat  more  accurately  according  to 
the  size  of  the  apartments  ;  but  it  has  so  trifling 
an  effect  in  proportioning  the  number  of  windows 
to  the  real  rent,  that  it  must  be  considered  as  a 
very  partial  amelioration. 

A  tax  unjust  in  itself,  may,  however,  operate  as 
a  corrective  of  some  other  injustice  in  the  system 
of  finance.  It  has  already  been  shown,  that  a 
house-duty,  according  to  rents,  falls  too  severely 
on  the  inhabitants  of  cities  :  for  this,  compensa- 
tion may  be  made  by  a  window-tax,  which,  on 
the  other  hand,  falls  most  heavily  on  the  inha- 
bitants of  smaller  towns  and  villages. 

In  cities,  the  ground-rent  usually  bears  so  great 
a  proportion  to  the  building-rent,  that  decayed 
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houses,  in  place  of  being  let  at  cheap  rates* 
are  soon  pulled  down  and  rebuilt.  Even  the  si- 
tuation having  become  unfashionable,  occasions 
them  to  be  divided  into  smaller  houses,  adapted 
to  a  different  description  of  inhabitants,  or  to  be 
removed  to  make  way  for  warehouses  or  manu- 
factories. It  is  otherwise  in  villages,  or  in  the 
country,  where,  building-ground  being  in  little 
request,  there  is  no  inducement  to  pull  down  a 
house  while  it  yields  any  rent  beyond  the  value 
of  the  materials.  He  who  wishes  to  erect  a  new 
house,  has  no  occasion  to  demolish  an  old  one 
on  account  of  its  site,  but  will  rather  build  else- 
where, and  take  such  a  rent  as  can  be  got  for  the 
old  mansion,  as  long  as  this  rent  exceeds  the  ex- 
pense of  repairs. 

It  is  accordingly  in  the  country,  in  Villages,  or 
in  decayed  towns,  that  large  houses  can  be  pro- 
cured at  moderate  rents.  In  the  country,  also, 
larger  houses  in  proportion  to  income  are  requi- 
red than  in  towns ;  for  there  must  be  accommo- 
dation, not  only  for  the  family,  but  also  for  oc- 
sional  visitors.  Houses  in  the  country  have 
always,  therefore,  a  greater  number  of  win- 
dows. But  it  is  in  precisely  the  same  situations, 
as  has  already  been  observed,  that  rents  are  the 
lowest.  By  means  of  the  one  tax,  then,  the  in- 
equalities inseparable  from  the  other  may  be  so 
corrected,  that,  when  jointly  imposed,  an  equita- 
ble distribution  of  the  public  burdens  shall  be 
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the  result.  If  the  inhabitant  of  a  city  pay  more 
to  the  house-duty,  he  will  pay  less  to  the  win- 
dow-tax ;  while  an  inhabitant  of  the  country,  of 
the  same  income,  if  he  nearly  escape  from  the 
former,  will  contribute  more  largely  to  the 
latter. 

A  house-tax  according  to  the  number  of  win- 
dows is  more  easily  assessed,  than  one  according 
to  the  actual  rent.  It  proceeds  on  a  circum- 
stance respecting  which  there  can  be  no  dispute. 
It  is  not  in  the  power  of  a  surveyor  to  make  an 
overcharge,  and  the  occasional  check  of  a  super- 
intendant,  where  error  is  so  easily  detected,  will 
prevent  him  from  favouring  his  friends.  After 
a  house  is  completely  finished,  there  are  seldom 
any  material  alterations  in  the  number  of  win- 
dows, and  there  could  be  no  hardship  in  forcing 
each  occupier,  under  a  penalty,  to  give  notice  of 
all  such  alterations.  One  surveyor,  accordingly, 
might  be  able,  in  a  large  town,  or  a  considerable 
district,  to  ascertain  the  number  of  windows  in 
the  new  buildings,  and  the  alterations  on  houses 
already  erected.  Neither  could  the  survey  oc- 
casion any  trouble  to  the  inhabitants.  It  is  not 
necessary  that  the  officers  of  government  should 
enter  the  houses  in  order  to  count  the  windows, 
unless  when  a  difference  of  opinion  arose  re- 
specting those  which,  from  their  additional  di- 
mensions, were  to  be  reckoned  as  two.  Of  all 
the  sources  of  public  revenue,  this  might,  per- 
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haps,  be  rendered  the  cheapest  in  collection,  and 
the  freest  from  every  species  of  inconvenience, 
partiality,  or  oppression. 

In  determining  the  rates  at  which  houses  con- 
taining various  numbers  of  windows,  should  be 
charged  with  the  tax,  it  is  material  to  observe 
that  the  number  of  windows  by  no  means  increases 
in  the  same  proportion  with  the  rents.  Of 
three  houses  in  the  same  situation  let  for  Q5l.> 
1001.,  and  £00l.,  the  second  will  not  have  four 
times  the  number  of  windows  of  the  first,  far  less 
will  the  third  have  double  those  of  the  second ; 
for  a  considerable  part  of  the  additional  rent  is 
owing  to'  the  superior  elegance  and  expense  of 
decoration,  by  which  there  is  no  increase  of  the 
number  or  dimensions  of  the  windows.  On  this 
account,  the  rate  ought  to  advance  more  rapidly 
than  might  otherwise  seem  reasonable. 

It  is  difficult  to  conjecture  on  what  principles 
the  present  scale  of  window-tax  in  Britain  has 
been  constructed.  The  rate  advances  with  suf- 
ficient rapidity  to  30  windows,  arid  more  slowly 
from  that  to  40,  at  which  point  it  is  about  14s.  5d. 
each  window ;  it  then  begins  gradually  to  decline 
to  180  windows,  which  are  rated  at  10s.  4d.  each, 
and  above  this  number  no  more  is  charged  than 
Ss.  for  each  additional  window.  It  is  true,  that 
the  advance  ought  gradually  to  lessen,  because  an 
additional  window  makes  a  greater  difference  on 
a  small  house  than  on  an  elegant  mansion,  and 
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more  on  this  last  than  on  a  palace ;  but  there  seems 
no  reason  for  diminishing  the  rate  as  the  number 
of  windows  increases.  Neither  is  it  just  that  there 
should  be  no  distinction  in  the  amount  of  the  tax 
between  40  windows  and  44,  or  between  100  and 
109,  which  is  another  part  of  the  regulations  of 
England. 

This  tax  might  be  rendered  at  once  more  pro- 
ductive and  more  equitable,  if  levied  according 
to  a  progressive  rate.  Houses  having  fewer  than 
three  windows  should  be  exempted,  for  the  same 
reason  as  those  under  7l.  of  rent :  3  windows 
might  be  charged  at  the  rate  of  Js.  for  each ;  the 
rate  might  increase  9d.  each  window  up  to  8  win* 
dows;  6d.  from  that  to  1*2;  5d.  to  20;  4d.  to 
35  ;  3d.  to  50  ;  M.  to  15  ;  and  id.  to  100  win- 
dows ;  from  100  to  200  windows,  an  advance  of 
Id.  on  the  rate  might  take  place  at  every  second 
additional  window  ;  and  above  200,  a  similar  ad* 
vance  of  id.  at  every  fifth.* 

*  The  following  Table  shows  the  amount  of  Window  Duty 
as  assessed  by  the  present  law  and  by  the  proposed  rates ; 
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The  same  abatement  on  account  of  children 
ought  to  be  made  from  a  window-tax,  rated  in 
this  manner,  as  from  a  house-duty  according  to 
rents  ;  the  additional  number  of  bed  rooms  re- 
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cjuired  for  accommodation  necessarily  increasing 
the  number  of  windows,  and  consequently  al- 
tering the  proportion  which  the  number  of  win- 
dows is  likely  to  bear  to  the  wealth  of  the  occu- 
pier. 


SECTION  IV. 

Of  a  House-Duty  according  to  t^e  Number  of  Hearth. 

A  tax  levied  according  to  the  number  of 
hearths,  however  modified,  must  be  partial  and 
unjust.  It  looks  only  to  one  circumstance,  the 
number  of  rooms,  disregarding  entirely  their 
size,  their  elegance,  and  all  those  advantages  of 
situation  that  in  some  cases  add  so  much  to  the 
actual  value  of  a  house.  In  these  respects,  a 
hearth-tax  is  much  more  unjust  than  a  duty  on 
windows.  A  very  small  room  has  seldom  more 
than  one  window,  while  those  somewhat  larger 
have  two,  three,  or  four,  and  magnificent  saloons, 
libraries,  and  galleries,  sometimes  ten  or  twelve,, 
The  number  of  windows,  therefore,  affords  some 
approximation  to  the  size  of  the  rooms,  and  this 
last  circumstance,  some  criterion,  though  an  im- 
perfect one,  of  their  elegance  and  fashion,    The 

vol.  in,  k 
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number  of  hearths  affords  no  such  indications. 
The  smallest  closet  that  is  used  as  a  bed-room, 
even  in  a  very  humble  dwelling*  must  have  one 
chimney  ;  and  the  most  magnificent  gallery  of  a 
palace  has  seldom  more  than  two,  The  great  dif- 
ference between  the  houses  of  the  middling  and 
higher  ranks,  at  least  in  towns,  consists  less  in 
the  number,  than  in  the  size,  of  the  apartments, 
and  less  in  their  size,  than  in  the  style  of  deco- 
ration. A  plain  house,  built  for  the  accommo- 
dation of  a  numerous  family  for  20001.,  will  some- 
times contain  as  many  rooms  as  a  mansion  adapt- 
ed for  splendid  entertainments,  and  erected  in  a 
very  fashionable  street,  at  ten  times  that  expense. 
Even  between  houses  recently  built,  a  tax  on 
hearths  would  thus  apportion  the  public  burdens 
most  unequally.  But  when  houses  had  become 
old  and  unfashionable,  when  their  situations  were 
generally  disliked,  when  their  rents  were  accord- 
ingly much  reduced,  and,  from  being  the  man- 
sions of  the  gay  and  splendid,  they  were  become 
the  habitations  of  the  unprosperous,  the  decay- 
ed, or  the  indigent ;  on  the  occupiers  of  such 
houses,  a  hearth-tax  must  be  highly  oppressive. 
It  does  not  seem,  however,  to  have  been  on 
account  of  this  inequality,  so  much  as  of  the 
vexatious  visits  of  tax-gatherers,  that  hearth-mo- 
ney was  abolished  in  England  by  one  of  the  first 
acts  of  William  and  Mary.  There  is  no  way  of 
ascertaining  the  number  of  hearths  without  en- 
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tering  the  house  and  examining  every  room.  On 
such  occasions,  inconvenience  may  be  experi- 
enced by  the  family,  and  the  mere  possibility  of 
being  exposed  to  the  insults  of  inferior  revenue- 
officers  must  always  be  intolerable  to  a  high- 
minded  people.  Accordingly,  in  the  preamble 
to  the  act,  hearth-money  is  represented  as  a 
badge  of  slavery.  Whether  this  objection  to  the 
tax  might  have  been  mitigated  or  removed  by 
judicious  regulation^  as  asserted  by  the  tories 
who  opposed  the  repeal,  *  it  is  unnecessary  to 
enquire;  for  inequality  and  oppression  of  the 
lower  orders  seem  evils  so  inherent  in  its  prin- 
ciple, that  they  can  scarcely  be  palliated  by  any 
contrivances. 

*  TindaPs,  Contin.  of  Rapin,  Book  XXV.  Sect,  t 


CHAPTER  VI. 

Of  Assessments  and  Licence  Duties  on  particular 
Descriptions  of  Expenditure. 

House-rent,  though  probably  the  best,  is  not 
the  only  criterion,  of  expenditure,  of  rank,  and 
of  wealth.  There  are  many  comforts  which  the 
poor  cannot  afford,  many  luxuries  which  are  un- 
suitable to  a  moderate  fortune.  The  indulgence 
in  such  comforts  marks  at  least  some  degree  of 
easy  circumstances,  and  the  enjoyment  of  such 
luxuries  is  a  proof  of  an  expensive  establishment, 
from  which  the  possession  of  affluence  will  in  ge- 
neral be  a  fair  deduction.  A  man  of  moderate 
fortune  will  usually  employ  a  man  servant;  if 
he  be  a  little  richer,  he  may  probably  keep  one 
or  two  horses ;  as  his  fortune  increases  he  will 
get  a  carriage ;  and  if  he  be  very  wealthy,  be- 
sides having  more  servants,  horses,  and  carriages, 
he  will  use  a  service  of  plate,  his  lady  will  wear 
jewels,  and  his  rooms  will  be  adorned  by  paint- 
ings. The  poor  can  afford  none  of  these  luxuries, 
the  middling  ranks  only  a  few,  while  the  opulent 
usually  indulge  in  them  all.  They  may  there- 
fore serve  as  indications  of  particular  styles  of  li- 
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ving,  and  duties  levied  on  those  persons  by  whom 
they  are  enjoyed,  will  operate  as  taxes  on  that 
expenditure,  which,  in  most  cases,  though  not  in 
all,  is  proportioned  to  the  degree  of  affluence. 

Licence-duties,  to  indulge  in  certain  articles  of 
expense,  have  been  considered  by  Dr  Smith  as 
taxes  on  consumable  commodities.  They  are, 
however,  in  one  respect  clearly  distinguishable, 
being  levied,  without  the  least  reference  to  the 
quantity  of  the  articles  that  may  annually  be 
consumed.  A  person  who  keeps  one  carriage  is 
supposed  to  be  in  the  habit  of  spending  a  cer- 
tain income,  and  is  taxed  accordingly  ;  he  who 
keeps  two  carriages  at  the  same  time  is  supposed 
to  live  at  greater  expense,  and  is  made  to  pay  a 
higher  contribution.  Whether  these  carriages 
may  be  used  every  day,  or  only  once  in  a  year, 
whether  they  are  frequently  renewed,  or  may 
last  for  a  century,  are  circumstances,  which,  how- 
ever important  with  regard  to  taxes  on  consu- 
mable commodities,  are  wholly  disregarded  in  li- 
cence-duties ;  because  such  differences,  in  the 
frequency  of  use  or  of  renewal,  may  be  ascribed 
to  taste  or  caprice,  and  are  either  no  indications, 
or  very  uncertain  indications,  of  general  expense. 
He  who  changes  his  horses  once  a  month,  and 
his  carriage  once  a  year,  although  he  incurs  some 
expense  by  his  caprice,  may  live,  upon  the  whole, 
more  frugally  than  a  person  who  keeps  his  horses 
till  they  die  in  his  service,  and  his  coach  long 
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after  it  has  become  unfashionable.  But  the  keep- 
ing horses  and  carriages  at  all,  marks  a  rank  and 
expense  which  are  connected  with  a  certain  de- 
gree of  wealth.  In  the  sam e  manner,  it  is  the 
quantity  of  plate  possessed,  not  the  quantity  pur- 
chased or  exchanged,  that  is  an  indication  of 
wealth,  and  subjects  its  owner  to  the  licence- 
duty.  A  tax  on  consumption  estimates  the  ex- 
penditure, and  through  it  the  wealth  of  the  seve- 
ral inhabitants,  by  a  criterion  entirely  different ; 
not  by  the  possession  of  articles  of  splendour,  by 
the  employment  of  particular  descriptions  of  la- 
bour, or  by  other  circumstances  from  which  a 
certain  style  and  rank  are  inferred,  but  simply 
by  the  amount  of  commodities  annually  pur- 
chased* 

Other  differences  are  no  less  observable  be- 
tween those  two  descriptions  of  duties.  Every 
tax  on  an  article  of  consumption,  as  will  after- 
wards be  proved,  necessarily  enhances  its  price 
in  the  market,  and  by  this  rise  of  price,  the  tax, 
after  passing  sometimes  through  a  great  variety 
of  hands,  is  at  last  devolved  on  the  consumer. 
A  licence-duty,  such  as  we  are  now  considering, 
raises  the  value  neither  of  labour,  nor  of  any  ar- 
ticle of  consumption,  and,  in  place  of  making  a 
wide  circuit  before  it  reach  the  person  whose  in- 
come it  is  to  affect,  is  levied  at  once  from  him 
who  indulges  in  the  luxury.  It  is  for  this  reason, 
that  licence-duties  on  the  use  or  possession  of  ar- 
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tides  of  expenditure  are  placed  among  direct 
taxes,  while  duties  on  consumable  commodities 
belong  to  a  different  class. 

Some  authors,  *  conceiving  this  to  be  an  ea- 
sier mode  of  taxing  luxuries  than  customs  or  ex- 
cise, have  thought  that,  for  all  the  taxes  of  the 
latter  description,  licence-duties  should  be  sub- 
stituted ;  that  annual  licences  at  fixed  rates  should, 
be  issued  for  using  tea,  coffee,  tobacco,  wine, 
cards,  and  every  other  luxury.  There  are,  how- 
ever, three  circumstances  to  be  attended  to  be- 
fore we  can  deterrnine  that  any  particular  branch 
of  expenditure  is  a  proper  subject  for  a  licence- 
duty,  and  the  consideration  of  these  circumstan- 
ces will  sufficiently  prove  that  very  few  articles 
of  expense  are  of  that  description. 

1 .  Whether  any  particular  article  of  expense 
ought  to  be  subjected  to  a  licence-duty,  or  to  a 
tax  on  its  consumption,  must,  among  other  cir- 
cumstances, depend  on  the  manner  in  which  it 
contributes  to  enjoyment.  If  it  be  of  a  lasting 
nature,  and  if  its  mere  possession  and  occasional 
exhibition  be  the  gratifications  which  it  is  intend- 
ed to  afford,  it  may  properly  be  subjected  to  a 
licence-duty  ;  because  its  possession,  and  not  its 
consumption,  is  what  marks  a  particular  style  of 
general  expense*    Thus  the  possession  of  plate? 

*  Sir  Matthew  Decker  in  particular. 
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jewels,  paintings,  and  statues,  not  their  consump- 
tion or  exchange,  is  what  denotes  affluence  and 
splendour,  and  consequently  what  ought  to  be 
taxed.  It  is  otherwise  with  articles  of  a  more 
perishable  nature,  which  yield  enjoyment  only 
in  proportion  as  they  are  deteriorated,  or  at  the 
moment  that  they  cease  to  exist.  The  wine  in 
the  cellar  is  not  the  measure  of  expense,  but  the 
wine  that  is  annually  consumed  :  by  keeping  a 
large  stock  on  hand,  there  may,  indeed,  be  some 
loss  of  interest  of  money,  but  this  will  be  a  trifle, 
if  little  be  taken  from  the  cellar.  Were  a  licence, 
therefore,  requisite  to  keep  wine,  whether  all 
wine-drinkers  paid  equally,  or  the  tax  were  in- 
creased according  to  the  stock,  it  would  be  un- 
just ;  for  those  who  consumed  much,  and  those 
who  consumed  little,  of  the  article,  would,  at 
least  in  proportion  to  the  quantity  in  their  pos- 
session, be  equally  taxed.  It  would  appear,  then, 
that  a  most  extensive  class  of  commodities,  all 
those  which  are  purchased  not  to  be  preserved, 
but  to  be  consumed,  are  improper  subjects  of  di- 
rect taxation  by  licence  or  assessment. 

%.  Licence-duties  ought  to  be  confined  to  sucli 
articles  of  expense  as  may  be  possessed  in  vari- 
ous quantities  by  different  people.  If  every  one 
who  uses  the  article  at  all,  must  possess  it  nearly 
in  the  same  quantity,  the  tax  is  incapable  of  any 
progression  according  to  wealth.  The  posses- 
sion of  such  a  commodity  can  mark  only  one 
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degree  of  opulence ;  all  those  above  that  degree, 
however  different  in  their  rank,  riches,  and  gene- 
ral style  of  living,  being  classed  together  and  tax* 
ed  to  the  same  extent.  On  the  other  hand,  when 
the  quantity  of  the  article  possessed  at  one  time 
increases  according  to  riches,  the  tax  maybe 
rendered  just ;  for,  in  that  case,  the  contribution 
may  be  proportioned  to  the  various  ranks  of  life, 
to  the  wealth,  or  at  least  to  the  general  expendi- 
ture, of  tfhe  several  inhabitants. 

3.  It  is  not,  however,  all  articles  of  expense, 
the  quantity  of  which  in  possession  is  propor- 
tioned to  the  wealth  of  the  several  inhabitants, 
that  it  is  expedient  to  subject  to  licence-duties. 
If  the  quantity  in  possession  be  fluctuating,  if 
the  quality 'also  must  be  taken  into  account,  if 
the  possession,  in  place  of  being  matter  of  pub- 
lic notoriety,  must  be  ascertained  by  domiciliary 
visits  of  tax-gatherers,  or  the  information  of  spies  ; 
in  all  these  cases,  however  unobjectionable  the 
tax  may  be  in  principle,  it  must  prove  vexatious, 
partial,  and  tyrannical,  in  practice.  Painting? 
possess,  in  a  high  degree,  the  two  first  requisites ; 
they  yield  enjoyment  by  their  possession,  and 
may  be  multiplied  according  to  the  wealth  of 
their  proprietor.  They  are,  however,  so  apt  to 
be  sold  or  exchanged,  their  value  is  so  depend- 
ent on  their  excellence  and  rarity,  their  posses- 
sion is  so  incapable  of  proof  without  the  aid  of 
spies  or  domiciliary  visits,  that  a  tax  on  their 
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possession  must  either  be  levied  without  any 
check  on  the  declaration  of  the  party,  or  a  sys- 
tem of  tyranny  must  be  established  to  which  no 
free  people  could  submit. 

If  these  principles  be  admitted,  the  number 
of  articles  of  expense  to  which  licence-duties 
are  properly  applicable,  will  be  found  very  limit- 
ed. In  England,  there  have  been  few  taxes  as- 
sessed according  to  the  use  of  particular  luxu- 
ries ;  and  of  these  few,  several  are  now  repealed. 
Some  of  them  are  agreeable  to  the  principles  now 
explained,  others  are  altogether  inexpedient  or 
unjust. 


I.  Duty  on  Male  Servants. 

When  a  tax  on  male  servants  is  first  imposed, 
particularly  if  it  be  to  a  considerable  amount,  it 
may,  for  some  time,  reduce  the  rate  of  wages. 
Those  who  formerly  kept  a  number  of  servants 
will  be  apt  to  contract  their  establishments,  and 
some  who  kept  a  single  footman,  may  substitute  a 
woman  to  do  the  work.  It  is  likely,  therefore,  that 
such  a  tax  might  diminish  the  demand  for  this 
description  of  labour,  and  consequently  reduce 
its  wages.  In  a  short  time,  however,  all  who 
were  thrown  out  of  employment,  would  betake 
themselves  to  other  trades,  and  young  men  en- 
tering into  life  would  avoid  a  profession  already 
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overstocked,  until,  the  competition  between  mas- 
ters and  servants  having  been  restored  to  its  for- 
mer state,  wages  should  again  rise  to  their  former 
level.  Whenever  this  had  taken  place,  the  tax 
would  fall,  as  in  justice  it  ought,  altogether  on 
the  masters. 

Of  all  taxes  of  the  description  we  are  now  con- 
sidering, that  on  male  servants  is  probably  the 
least  exceptionable.  The  only  material  objection 
to  it  is,  that  its  operation  does  not  commence 
sufficiently  low,  incomes  below  5001.  being  for 
the  most  part  exempted.  This  inequality  might 
be  partially  remedied,  though  not  altogether  re- 
moved, by  imposing  an  inferior  duty  on  boys 
employed  in  similar  offices.  On  all  ranks  supe- 
rior to  that  in  which  one  male  servant  is  em- 
ployed, the  tax  might  be  rendered  very  equit- 
able. The  number  of  servants  does  not?  indeed, 
increase  altogether  in  the  same  proportion  with 
wealth.  If  one  servant  be  kept  by  him  who 
has  an  income  of  5001.,  it  is  probable  that  the 
proprietor  of  15001.  a  year,  living  in  the  same 
part  of  the  country,  will  not  employ  three,  and 
quite  certain  that  he  who  i$  possessed  of  50,0001. 
a  year,  will  not  keep  a  hundred.  But,  by  a  pro- 
gressive rate,  it  is  easy  both  to  correct  this  ine- 
quality, and  to  distribute  the  tax  among  the  se- 
veral classes  of  contributors  in  any  proportion 
that  is  thought  most  just. 
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The  progression  in  England  seems  somewhat 
capricious,  being  eleven  shillings  for  each  addi- 
tional servant,  the  length  of  five,  five  shillings 
in  rising  to  six,  only  two  shillings  in  rising  to 
seven  ;  above  that  number,  the  progression  again 
becomes  more  rapid,  till,  in  rising  from  ten  to 
eleven  servants,  it  is  eleven  shillings,  and  at  that 
number  it  suddenly  stops.  If  there  be  any  rea- 
son for  this  retardment,  subsequent  acceleration, 
and  final  stop,  it  surely  is  not  obvious.  A  rate 
which,  beginning  at  two  guineas,  advanced  one 
guinea  for  each  additional  servant,  would  proba- 
bly be  much  more  equitable.  The  tax  for  boys 
under  seventeen  years  old  might  be  half  of  that 
for  men. 

In  the  enumeration  of  servants,  gardeners  seem 
improperly  included.  The  keeping  of  a  gardener 
is  less  a  matter  of  state  than  of  convenience, 
and  depends  less  on  wealth  than  on  the  place  of 
residence.  He  who  lives  in  town  has  no  occa- 
sion for  a  servant  of  this  description  ;  but  a  coun- 
try gentleman,  however  moderate  his  fortune, 
unless  he  deprive  his  family  of  vegetables  and 
fruit,  must  have  a  gardener  as  part  of  his  esta- 
blishment. 

No  tax  can  be  more  easily  levied  than  that  on 
servants ;  the  signed  list  of  the  master,  accord- 
ing to  the  English  practice,  being  an  unexcep- 
tionable mode  of  ascertaining  the  number  em- 
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ployed  in  each  family.  That  number  is  usually 
well  known  in  the  neighbourhood,  and  may  be 
inferred  with  tolerable  certainty  from  the  gene- 
ral style  of  living,  and  the  splendour  of  equip- 
age. Any  considerable  evasion  could  scarcely  es- 
cape suspicion,  and  the  slightest  enquiry  would 
suffice  to  detect  a  false  return.  Few  masters,  it 
is  to  be  presumed,  would  incur  the  risk  of  being 
disgraced  in  society,  by  solemnly  asserting  what 
was  afterwards  proved  to  be  untrue,  more  espe- 
cially as  the  error  could  scarcely  be  ascribed  to 
mistake ;  and  on  this  account,  no  great  number 
s>f  surveyors  can  be  wanted  to  check  evasions. 


II.  Duty  071  Horses. 

Riding  and  carriage  horses,  being  in  general 
kept  only  by  those  in  easy  circumstances,  and 
their  number  increasing  according  to  the  wealth 
of  their  proprietors,  furnish  a  tolerably  accurate 
indication  of  that  wealth.  There  may,  indeed* 
be  a  few  exceptions  to  this  general  remark.  Ri- 
ding is  sometimes  necessary  for  health,  at  other 
times  for  business,  and  in  such  cases  the  keep- 
ing of  a  horse  is  no  proof  of  general  expense. 
For  these  purposes,  one  horse,  however,  is  quite 
sufficient,  all  above  that  number  being  intended 
for  amusement,  or  for  state.  Where  only  one 
horse  is  kept,  the  tax  should  be  remitted  on  a 
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certificate  being  produced  that  the  exercise  of 
riding  is  requisite  for  the  health  of  the  proprie- 
tor, by  which  means  the  only  real  hardship  at- 
tending this  tax  would  be  removed ;  for  it  will 
afterwards  be  shown,  that  any  charge  attending 
a  particular  branch  of  trade  is  not  ultimately 
paid  by  the  person  exercising  that  trade,  but  by 
the  consumer  of  the  commodities  in  which  he 
deals.* 

The  tax  now  levied  in  England  on  horses, 
seems  nearly  as  capricious  in  its  rate,  as  that  on 
servants.  In  rising  from  one  horse  to  two,  the 
rate  advances  one  pound  sixteen  shillings;  in 
rising  to  three  horses,  nine  shillings,  to  four, 
three  shillings  and  sixpence,  and  to  five,  only 
one  shilling ;  it  then  advances  somewhat  more 
quickly,  being  four  shillings  and  sixpence  in 
rising  to  six,  and  two  shillings  and  sixpence  from 
that  to  seven  horses  5  above  this  the  progression 
becomes  very  slow,  and  at  intervals,  to  twenty 
horses,  where  it  altogether  ceases.  In  place  of 
such  a  scale,  it  would  be  more  equitable  to  ad- 
vance the  rate  one  guinea  for  each  additional 
horse  ;  and,  when  it  is  considered  that  the  num- 
ber of  horses  kept  for  pleasure  does  not  increase 
in  proportion  to  wealth,  this  advance  cannot  be 
thought  oppressive  to  the  rich. 

A  tax  on  horses  may  be  levied  in  the  same 
manner  with  that  oh  men-servants.      The  ex- 

*  Part  II.  Chap.  IV. 
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pense  attending  it  would  be  no  greater,  and  the 
means  of  detecting  fraud  nearly  as  effectual. 


III.  Duty  on  Dogs. 

The  keeping  of  a  single  dog  ought  not  to  be 
taxed.  In  some  instances  in  town,  and  general- 
ly in  the  country,  one  dog  is  serviceable  to  the 
family.  He  is  the  guardian  of  the  house,  the 
amusement  of  the  children,  the  companion,  and, 
sometimes,  the  assistant  of  his  master.  But  one 
dog  is  enough  for  these  purposes,  and,  if  more 
are  maintained,  it  must  be  for  the  amusements 
of  hunting  or  fowling,  which,  as  they  occupy 
more  time  than  a  poor  main  can  afford,  indicate 
some  degree  of  opulence.  The  number  of  dogs, 
kept  for  such  purposes,  marks,  in  some  measure, 
the  rank  in  life.  A  man  in  easy  circumstances 
may  have  a  couple  of  dogs  ;  he,  who  is  richer, 
will  probably  keep  several  terriers,  pointers,  or 
greyhounds  \  and  a  mail  of  great  opulence,  be- 
sides all  these,  often  maintains  a  pack  of  hounds. 

A  tax  on  dogs,  therefore,  may  be  considered 
as  an  addition  to  the  licence  to  kill  game,  and  is 
subject  to  all  the  objections,  except  the  want  of 
gradation,  which  will  immediately  be  statedagainst 
that  duty. 

It  is  also  very  difficult  to  levy  this  tax  with- 
out the  agency  of  spies,  or  the  easy  commis- 


iGO  OF  LICE^CE-.DUTIES  ON 

sion  of  frauds*  The  number  of  clogs  kept  by  an 
individual  depending  more  on  his  peculiar  taste»^ 
than  on  his  rank  in  life,  and  being  little  calcu- 
lated to  attract  attention,  a  person  might  safely 
make  whatever  return  he,  thought  proper.  Many 
frauds  might  be  committed  without  exciting  sus- 
picion, and  many  more- without  the  possibility  of 
conviction.  The  only  effectual  check  on  eva- 
sions, indeed,  that  couM  be,  devised,  would  be, 
the  encouragement  of  servants  to  inform  against 
their  masters;  a  system  which  would  entirely 
put  an  end  to  domestic  confidence,  and  deeply 
injure  the  morals  of  the  nation. 


IV.  Duty  on  Carriages. 

Keeping  a  carriage  is,  for  the  most  part,  a 
piece  of  state,  which  not  only  marks,  but  is  ex.* 
pressly  intended  to. mark,  a  certain  rank  in  life. 
There  may  be  a  few  instances  in  which  it  is  re- 
quisite  for  convenience,  but  in  general  a  post- 
chaise  may  be  had,  when  there  is  occasion  for 
it,  at  much  less  expense. 

This  tax  admits  of  some  gradation.  People  in 
moderate  circumstances  frequently  keep  a  two- 
wheeled  carriage,  which  may  be  taxed  higher  or 
lower,  according  to  its  construction  ;  those  who 
are  somewhat  richer,  run  a  four-wheeled  car- 
riage }  and  the  very  opulent  have  several  of  dif- 
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ferent  kinds  adapted  to  different  purposes.  The 
scale,  however,  afforded  by  the  number  of  car- 
riages, consists  of  few  and  distant  gradations, 
and  the  rise  in  the  rate  of  the  tax  ought  to  be 
proportionally  great.  In  England  the  progres- 
sion is  extremely  slow,  advancing  only  about  10 
per  cent,  for  each  additional  carriage  up  to  three, 
gradually  lessening  from  4  to  2  per  cent,  of  ad- 
vance for  each  additional  carriage  up  to  nine> 
and  there  ceasing  altogether.  Considering  the 
additional  wealth  which  is  indicated  by  keeping 
an  additional  carriage,  the  progression  would 
not  probably  be  too  rapid,  if  the  rate  were  to 
advance,  at  each  gradation  of  the  scale,  by  a  sum 
equal  to  one  half  of  the  charge  for  a  single  car- 
riage. Still  the  duty  would  be  liable  to  the  ob- 
jection, that  all  those  in  a  very  extended  class 
were  equally  taxed,  though  the  fortunes  of  such 
as  were  near  its  opposite  extremes  must  be  very 
dissimilar.  It  will  also  fall  heavier  on  those  re* 
siding  in  the  country,  than  on  the  inhabitants 
of  towns.  The  former  having  more  occasion 
for  a  carriage,  being  able  to  employ  their  horses 
in  country  labour,  by  which  part  of  the  expense 
is  saved,  and  rinding  it  more  inconvenient  to 
procure  a  hired  chaise  when  they  wish  to  go 
from  home,  will  often  keep  a  carriage  on  a  much 
smaller  income,  and  consequently  be  subjected 

VOL.  Ill,  h 
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to  a  tax,  which  the  latter,  though  more  opu* 
lent,  do  not  pay. 

In  all  other  respects,  this  tax  is  unexception- 
able. The  number  and  description  of  carriages 
possessed  or  used  by  any  individual,  are  so  much 
a  matter  of  public  notoriety,  that  they  may  ea- 
sily be  ascertained  at  little  expense,  and  with- 
out giving  occasion  to  frauds,  or  requiring  either 
domiciliary  visits*  or  the  employment  of  public 
informers. 


V.  Duty  on  Armorial  Bearings. 

Were  the  use  of  armorial  bearings  confined  to 
those  descended  from  families  of  some  consider- 
ation in  the  country,  this  tax  would  be  an  unjust 
tribute  exacted  from  the  aristocracy,  from  which 
men  of  recent,  though  frequently  of  much  more 
ample,  fortune,  would  be  exempted.  It  would 
form  a  very  striking  contrast  to  the  partiality 
shown  to  the  nobility  in  the  financial  code  of  a 
great  part  of  Europe.  It  is  well  known,  how- 
ever, that  any  one,  by  paying  the  ordinary  fees, 
may  have  his  coat  of  arms  registered  in  the  He- 
rald's College,  and  lest  the  tax  should  be  confined 
to  such  as  thought  this  registration  necessary  to 
their  rank  in  life,  the  duty  is  exigible  in  England 
from  every  person,  who,  whether  with  or  with- 
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out  a  proper  title,  uses  any  kind  of  armorial  bear- 
ing or  ensign.  It  consequently  attaches  to  every 
one  who  puts  a  crest  upon  his  plate,  his  carriage, 
or  his  seal. 

A  duty  of  this  kind  is  liable  to  the  objection 
of  levying  the  same  contribution  from  the  rich 
and  from  such  of  the  poor,  as,  by  inheriting  some 
trinket  to  which  they  are  attached,  may  be  sub- 
jected to  its  operation.     A  few  distinctions,  in- 
deed, are  attempted  by  the  English  law.     He 
who  is  liable  to  the  house  or  window-duty  pays 
a  double  tax,  and  the  person  who  also  keeps  a 
carriage  has  the  duty  quadrupled.    The  reason 
of  the  first  of  these  regulations,  is  not  very  appa- 
rent, its  effect  being  to  levy  from  a  man  who  is 
married,  and  may  have  a  large  family,  a  heavier 
tax,  than  from  a  bachelor  of  equal  rank  and  for- 
tune.   The  rise  of  the  duty  in  consequence  of 
keeping  a  carriage,  as  every  person  who  falls  un- 
der this  description  uses  armorial  bearings,  ope- 
rates as  an  additional  tax  on  carriages,  which 
does  not  increase  according  to  the  number  kept, 
and  therefore  is  more  objectionable  than  the  di 
rect  duty  under  that  name. 


VI.  Duty  on  Watches  and  Clocks. 

Watches  and  clocks  wear  out  very  slowly,  and 
indeed  so  imperceptibly,   that  their  uses  seem 
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scarcely  connected  with  their  consumption.  He 
who  has  bought  a  good  watch  will  never  have  oc- 
casion to  purchase  another,  and  several  succes- 
sive generations  may  regulate  their  time  by  the 
same  house-clock.  In  this  respect,  the  tax  seems 
unexceptionable,  the  gratification  arising  front 
the  possession,  not  from  the  consumption,  of  the 
article. 

The  possession,  however,  of  a  clock  or  watch 
cannot  be  considered  as  a  proof  of  opulence.  To 
know  the  exact  time  of  the  day  is  so  essential  in 
some  professions,  and  so  useful  in  all,  that  even 
common  labourers,  when  they  have  saved  a  trifle 
from  their  daily  maintenance,  are  inclined  to  ex- 
pend it  on  what,  to  them  as  much  as  the  rich,  is 
a  valuable  acquisition. 

Nor  is  there  any  temptation  to  increase  the 
number  of  time-pieces  as  a  man  advances  in  opu- 
lence. He  who  has  got  one  watch,  has  all  that 
his  own  occasions  can  require  ;  and  the  family 
that  has  one  clock  will  seldom  wish  for  more. 
There  is,  therefore,  no  progression  in  the  tax, 
and  the  labourer  must  either  relinquish  a  real 
convenience,  or  contribute  as  much  to  this  branch 
of  the  revenue  as  the  most  wealthy  subject. 

The  difficulty  of  levying  the  tax  forms  another 
insurmountable  objection  to  it.  There  seems  no 
effectual  way  of  ascertaining  whether  a  person 
be  in  possession  of  a  clock,  without  permitting 
revenue  officers  to  enter  and  search  his  house 
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whenever  they  think  proper ;  nor  could  the  use 
of  a  watch  be  proved  otherwise  than  by  allowing 
a  similar  search  of  the  person,  or  by  encouraging 
people  to  turn  informers  against  their  compa- 
nions and  friends. 

It  was  owing  partly  to  the  frequent  evasion 
of  the  tax,  and  partly  to  the  representations  of 
the  watch-makers,  who  complained  of  their  em- 
ployment being  greatly  diminished,  that  the 
duty  on  clocks  and  watches  was  repealed  in  less 
than  a  year  after  it  had  been  imposed. 


VII.  Duty  on  Hair-Powder \ 

Particular  articles  of  dress  being  used  only  by 
people  of  easy  fortune,  may  be  considered  as  in- 
dications of  a  certain  rank  in  society,  and  in  this 
view,  subjected  to  direct  taxation.  It  will  seldom, 
however,  happen,  that  a  duty  of  this  nature  can 
admit  of  progression.  What  marks  the  rank  in  life 
is  the  use  of  the  article  of  dress,  not  the  quan- 
tity of  it  that  may  be  consumed  ;  and,  accord- 
ingly, he  who  is  at  all  liable  to  the  tax  must  pay 
as  much  as  the  wealthiest  member  of  the  com- 
munity. Even  the  tax  itself  has  a  tendency  to 
introduce  the  use  of  the  article  among  a  class 
of  people  who  might  otherwise  have  dispensed 
with  it.  The  appearing  without  what  is  recog- 
nised by  law  as  the  mark  of  a  gentleman,  be- 


166  OF  LICENCE-DUTIES  ON 

comes  disreputable  ;  and  thus  the  poor  ate  sub- 
jected not  only  to  an  unjust  tax,  but  also  to  an 
annual  expense,  in  purchasing  an  article  of  dress 
which  they  can  ill  afford.  Those  who  find  it 
difficult  to  provide  for  the  wants  of  a  numerous 
family  are  still  farther  oppressed  by  a  tax,  which, 
as  their  children  must  pay  it  as  well  as  them- 
selves, increases  exactly  in  proportion  to  their 
inability  to  support  it. 

The  duty  on  the  use  of  hair-powder,  when 
first  imposed,  was  liable  to  all  these  objections. 

If  paid  at  all,  the  full  amount  of  the  tax  was 
exigible,  there  being  no  difference  in  the  per- 
'.  sonal  rate  between  the  man  who  could  with  dif- 
ficulty keep  up  an  appearance  beyond  that  of  a 
common  labourer,  and  the  richest  subject.  The 
law,  too,  it  is  probable,  had  a  temporary  effect 
in  making  many  use  hair-powder  who  formerly 
indulged  very  seldom,  if  at  all,  in  that  unneces- 
sary expense ;  and  although  no  more  than  two 
unmarried  daughters  were  chargeable,  yet  as  all 
the  sons  were  taxed,  it  must  have  been  a  very 
Unjust  assessment  on  those  who  had  large  fami- 
lies. 

In  one  respect,  there  was  some  gradation,  each 
person  being  assessed  for  every  powdered  ser- 
vant in  his  employment,  or  rather  these  servants 
being  exposed  to  a  tax,  which,  as  it  did  not  af- 
fect other  kinds  of  labour,  must  have  raised  their 
wages.  In  so  far,  it  would  operate  exactly  as  an 
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addition  to  the  duty  on  men  servants;  but  an 
addition  admitting  of  no  progression  according 
to  their  numbers.  The  effect  was,  no  doubt,  to 
diminish  the  injustice  of  the  tax  ;  but  it  still  left 
all  those  who  kept  no  powdered  footmen,  that 
is,  a  very  large  description  of  the  inhabitants, 
including  individuals  of  very  different  rank  and 
fortune,  to  contribute  equally. 

A  sudden  change  of  fashion  removed  almost 
all  the  objections  to  this  tax,  but  only  by  ren- 
dering it,  in  a  great  measure,  unproductive.  In  a 
very  short  time  after  the  duty  was  imposed,  hair- 
powder  was  entirely  banished  from  the  female 
toilet,  and  so  generally  disused  by  men  of  rank 
and  fortune,  as  no  longer  to  be  a  necessary  arti- 
cle of  dress.  With  the  exception  of  barristers, 
officers  above  the  rank  of  subalterns,  and  clergy- 
men possessed  of  an  annual  income  of  1001.  a 
year,  who,  either  by  custom  or  regulation,  find 
it  necessary  to  use  hair-powder,  the  payment  of 
the  tax  may  be  considered  as  now  very  much 
confined  to  those  who  maintain  a  showy  and  ex- 
pensive equipage. 

Notwithstanding  the  ease,  cleanliness,  and 
beauty  of  the  present  dress,  it  is,  however,  very 
possible,  that  another  revolution  in  fashion  may 
restore  the  general  use  of  hair-powder,  and  ren- 
der the  tax  once  more  productive  and  unjust. 
Should  this  take  place,  it  will  soon  be  discover- 
ed, that  it  is  also  much  exposed  to  evasion.  The 
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number  of  obscure  people,  who,  in  a  large  city, 
will  become  liable  to  the  duty,  must  render  the 
detection  of  false  returns  almost  impossible. 
Even  a  high  premium  to  informers  will  scarcely 
repay  the  trouble  of  examining  long  lists  of  con- 
tributors, and  collecting  evidence  against  a  few 
individuals  ;  and  that  profession  which,  in  the 
opinion  of  the  people,  is  infamous,  unless  it  be 
highly  rewarded,  must  soon  be  abandoned. 


VIII.  Duty  on  Plate. 

The  intrinsic  value  of  plate  is  so  great,  as  to 
render  its  possession  unattainable  to  the  poor, 
and  attainable  only  to  a  small  extent,  by  men  of 
narrow,  or  even  moderate,  fortune.  It  is  this 
circumstance,  more  than  its  beauty  or  conveni* 
ence,  which  recommends  it  to  the  rich,  and  has 
rendered  the  possession  of  a  large  quantity  of  it 
absolutely  necessary  to  every  one  who  affects  to 
live  in  splendour.  From  the  use  of  silver  spoons, 
to  the  possession  of  massive  services  of  silver  or 
gold  plate,  there  is  a  gradation  corresponding,  in 
a  great  degree,  with  the  scale  of  wealth,  or,  at 
least,  of  show  and  expense.  By  assessing  each 
person,  therefore,  according  to  the  quantity  of 
plate  in  his  possession,  the  contribution  will  be 
proportioned,  with  tolerable  fairness,  to  the 
wealth  of  the  several  classes  of  society  f  and  by 
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increasing  the  rate  as  the  number  of  ounces  in- 
crease,  a  just  progression  in  the  tax  may  be  esta- " 
blished. 

There  are,  however,  insurmountable  difficul- 
ties in  every  mode  of  levying  this  tax. 

The  declaration  of  the  party  could  not  be 
sufficient,  there  being  no  check  on  that  decla- 
ration. A  man  of  honour  would  be  fully  taxed, 
while  his  less  scrupulous  neighbour  was  exempt- 
ed ;  and  the  experience  of  this  injustice  would 
gradually  reconcile  many  to  deliberate  falsehood, 
as  a  necessary  shield  against  oppression.  Even 
spies  and  informers,  in  such  a  case,  could  scarce- 
ly avail.  Although,  by  the  destruction  of  do- 
mestic confidence,  every  servant  were  in  the  pay 
of  government,  no  proof  of  the  weight  of  the 
plate  could,  in  most  cases,  be  adduced,  nor 
would  it  be  possible  to  establish  that  what  had 
the  appearance  of  plate  was  not,  in  reality,  a 
counterfeit  of  little  intrinsic  value. 

A  tax  on  plate  might,  indeed,  be  rendered 
more  effectual,  by  allowing  revenue  officers  at 
all  times  to  enter  private  houses,  search  every 
apartment,  and  break  open  repositories.  The 
slightest  limitation  of  their  powers,  however* 
would  frustrate  the  object  of  their  search.  If  it 
were  necessary  for  them  to  intimate  their  visit, 
the  plate  might  be  removed ;  if  even  the  bed- 
chamber of  the  sick  were  exempted  from  search, 
all  their  vigilance  might  be  eluded  \  if  the  repo* 
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sitory  of  the  most  private  papers  were  safe  from 
violence,  that  might  be  rendered  the  repository 
also  of  the  plate.  The  oppression  that  would 
result  from  such  powers  would  be  altogether  in- 
tolerable ;  and,  after  all,  the  tax  could  not  be 
strictly  levied.  The  odium  of  an  ineffectual 
search  would  be  too  great  to  permit  its  frequent 
recurrence  ;  some  might  be  favoured  from  pri- 
vate friendship,  others  from  corruption,  and 
more  from  the  indolence  or  lenity  of  public  offi- 
cers. A  very  slight  pretence  would  prevent  that 
from  being  done,  which,  whenever  it  was  done, 
must  give  rise  to  general  discontent  and  dismay ; 
and  the  mere  possibility  of  a  search,  which  sel- 
dom took  place,  would  be  an  ineffectual  check 
upon  evasion.  / 

In  England,  the  tax  on  plate,  after  abundant 
experience  of  its  unproductiveness,  was  entirely 
repealed. 


IX.  Came  Licences, 

Were  licences  to  kill  game  to  be  issued  only 
to  those  who  possess  the  legal  qualifications,  all 
the  poor  and  most  of  the  middle  classes  would 
escape  ;  and  the  tax  would  be  an  unjust  and 
unequal  burden  on  the  landed  gentry.  It  would 
lay  a  duty  on  them  to  which  others,  perhaps 
much  richer,  contributed  nothing  \  and  it  would 
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lay  this  duty  equally  on  all  country  gentlemen, 
however  different  their  revenues  might  be. 

Game  licences  being  issued  in  Britain  to  any 
person,  whether  qualified  or  not,  who  thinks  pro- 
per to  apply  for  them,  the  tax  is  not  confined  to 
country  gentlemen,  but  to  all  those,  wherever 
residing,  who  have  formed  a  taste  for  what  are 
called  field  sports.     This  description  will  in- 
elude  almost  every  person  whose  early  life  was 
spent  in  the  country,  and  whose  circumstances 
permit  a  few  hours  to  be  withdrawn  occasionally 
from  his  ordinary  employments.    It  will  exclude 
most  of  those  who,  having  been  educated  in  a 
town,  have  been  little  accustomed  to  fatigue, 
and  have  formed  no  association  between  the 
sports  of  the  field  and  the  happy  period  of  their 
youth.     To  the  latter,  such  amusements  appear 
uninteresting,  frivolous,  in  some  respects  ridicu- 
lous, and  in  others  cruel.     However  rich  they 
may  become,  they  will  scarcely,  in  their  old  age, 
attempt  to  be  sportsmen,  and  consequently  they 
will  contribute  nothing  to  the  tax.     The  killing 
of  game  being  thus  a  proof  of  particular  habits, 
rather  than  of  wealth,  is  not  a  proper  subject  of 
taxation. 

It  is  true,  that  every  one  who  feels  the  tax  in- 
convenient may  abstain  from  field  sports  ;  but 
to  him  who  has  been  long  accustomed  to  them, 
this  would  be  a  very  severe  privation  ;  and  it  is 
entirely  by  occasioning  such  privations  that  the 
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public  revenue  becomes  oppressive.  To  tht 
sportsman,  it  is  the  same  thing  whether  he  be 
deprived  of  his  favourite  amusement  by  a  direct 
tax  which  he  finds  it  inconvenient  to  pay,  or  by 
such  a  diminution  of  his  wealth,  as  forces  him  to 
employ  every  hour  in  labouring  for  his  subsist- 
ence. The  circle  of  his  enjoyments  in  the  two 
cases  is  equally  circumscribed  by  the  demands  of 
the  state,  and  if  others  in  the  same  rank  with 
himself  be  left  in  possession  of  the  amusements 
to  which  they  are  attached,  he  has  the  same 
right  to  complain  of  injustice. 

This  tax  is  also  incapable  of  gradation ;  not 
only  of  such  a  progression  as  ought  to  take 
place  in  order  to  make  the  several  ranks  of  so- 
ciety contribute  in  fair  proportions,  but  even  of 
the  slightest  rise  according  to  the  wealth  of  the 
inhabitants.  All  who  pay  the  duty  must  pay  it 
equally  ;  for  it  looks  only  to  one  circumstance, 
the  indulgence  in  a  particular  amusement,  dis- 
regarding every  consideration  of  the  riches  of 
the  sportsman,  and  even  of  the  time  which  he 
can  afford  to  dedicate  to  his  amusement.  Who- 
ever shoots  or  hunts  one  day  in  the  year,  though 
his  income  may  not  exceed  50l.,  must,  in  as  far 
as  this  tax  is  concerned,  contribute  equally  with 
the  greatest  squire,  of  whose  life  the  destruction 
of  hares  and  partridges  seems  the  object  and  the 
end. 


CHAPTER  VII. 

Of  Taxes  on  Proceedings  at  Law. 

When  two  of  the  inhabitants  find  it  necessary 
to  appeal  to  the  laws  of  their  country  for  the 
settlement  of  their  disputes,  they  occasion  more 
trouble  to  government,  and  also  derive  more 
direct  advantage  from  the  institutions  of  society, 
than  the  rest  of  the  citizens  ;  and,  therefore,  it 
seems  reasonable  that  they  should  be  subjected 
to  some  additional  contributions.  In  so  far  as 
they  are  a  compensation  for  additional  trouble 
to  the  officers  of  justice,  those  contributions 
are  properly  regulated  by  the  number  of  steps  in 
procedure,  which  is  the  measure  of  that  trouble  ; 
but  in  as  far  as  they  are  justified  by  the  addi- 
tional advantages  derived  from  the  regular  insti- 
tutions of  government,  they  ought  to  have  re* 
spect  to  the  value  of  the  subject  in  dispute.  He 
who  is  defended  in  the  use  of  a  trifling  proper- 
ty ought  not  to  pay  the  same  price  for  this  pro- 
tection, that  may  be  demanded  from  one  who  is 
maintained  in  the  possession  of  an  extensive  es- 
tate.    If  both  are  distinguished  from  the  rest  of 
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the  citizens  by  the  interposition  in  their  favour 
of  the  courts  of  law,  they  certainly  are  not  so 
distinguished  in  the  same  degree. 

With  regard  to  both  of  those  grounds,  how- 
ever, for  taxing  proceedings  at  law,  the  justice 
is,  perhaps,  more  apparent  than  real.  Compen- 
sation for  trouble,  if  properly  exigible,  can  be 
levied  only  from  the  losing  party,  by  whom  the 
trouble  has  been  occasioned ;  that  for  special 
protection  from  the  successful  party  by  whom 
alone  that  protection  has  been  enjoyed.  In  both 
cases,  there  are  considerable  difficulties  in  recon- 
ciling the  tax  to  the  principles  of  justice. 

It  seems  unreasonable  to  suppose  that  all,  or 
even  any  great  proportion  of,  law-suits  have  their 
origin  in  deliberate  fraud.  Some  arise  from  mis- 
information, many  from  self-delusion,  and  a  still 
greater  number  from  the  uncertainty  of  law. 
There  being  no  crime,  or  a  very  venial  one,  in 
the  two  first  of  these  causes  of  litigation,  the  ne- 
cessary expenses  attending  the  law-suit  seem  of 
themselves  to  be  more  than  an  adequate  punish- 
ment ;  while  the  uncertainty  of  law,  being  no 
fault  of  the  parties,  but  of  the  state,  is  a  rea- 
son for  defraying  even  the  expenses  of  the  pro- 
cess from  the  public  funds.  While  lawyers  very 
frequently  entertain  opposite  opinions  with  re- 
gard to  the  probable  issue  of  a  suit,  how  can  we 
blame  an  uneducated  man  for  seeking  to  reco- 
ver, or  to  retain,  a  possession,  to  which  he  is 
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told,  by  those  best  qualified  to  advise  him,  that 
he  has  a  legal  right  ? 

After  a  system  of  law  has  undergone  every 
improvement  of  which  it  is  capable,  innumera- 
ble instances  must  occur  in  which  there  will  be 
ample  room  for  self-deception,  perhaps  for  dis- 
crepancy in  the  opinions  of  those  who  have  no 
interest  in  the  issue.  When  this  is  the  case,  he 
who  loses  the  suit,  cannot  be  accused  of  impro- 
per litigiousness,  or  of  seeking  undue  advantage 
from  the  uncertainty  of  law.  Some  fact  may  be 
brought  to  light  of  which  he  was  ignorant,  some 
view  suggested  which  the  ingenuity  of  self-inte- 
rest had  obscured,  or  some  necessity  for  a  strict 
adherence  to  a  general  rule  demonstrated,  to 
which  his  individual  rights  must  yield.  He  may 
have  asked  nothing  but  what,  in  his  conscience, 
he  considered  as  his  right,  and  yet  his  adversary 
may  prevail.  He  has  already  suffered  enough 
for  any  fault  of  his  own,  and  greatly  too  much 
for  an  ordinary  failing  of  human  nature,  or  for 
his  ignorance  of  law.  He  has  perhaps  been  de- 
prived of  a  property  which  he  had  long  possess- 
ed ;  at  any  rate  he  has  been  exposed  to  much 
anxiety,  and  to  the  disappointment  of  hopes, 
which,  by  their  frequent  recurrence  to  his  mind, 
had  acquired  nearly  the  force  of  certain  expec- 
tation :  he  is  suffering  under  what  appears  to 
him  unmerited  misfortune,  if  not  injustice  -%  he 
has  been  subjected  to  considerable  expense,  his 
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attention  has  been  called  from  his  ordinary  bu- 
siness, and  his  other  affairs  are  likely  to  have 
been  injured  by  neglect.  Is  this  a  time  to  add 
to  his  distress,  by  singling  him  out,  and  imposing 
upon  him  a  contribution  for  the  general  service 
of  the  state  ? 

Could  taxes  on  proceedings  at  law  be  levied 
only  from  the  fraudulent  and  litigious,  they  might 
be  less  objectionable  ;  but  even  then  they  would 
require  to  be  assessed  by  a  rule  very  different 
from  either  the  number  of  steps  in  the  procedure, 
or  the  value  of  the  subject  in  dispute.  Such  tax- 
es ought  not  to  be  considered  so  much  as  sources 
of  revenue,  as  expedients  for  repressing  conduct 
injurious  to  the  peace  and  happiness  of  society. 
Like  other  fines,  they  ought  to  be  proportioned 
to  the  degree  of  the  delinquency,  and  the  riches 
of  those  on  whom  they  are  imposed  ;  otherwise 
they  may  ruin  one  man  for  a  trivial  offence, 
while  a  greater,  but  more  wealthy,  delinquent 
derides  the  vain  denunciation  of  the  law. 

It  is  still  more  difficult  to  reconcile  to  justice 
any  part  of  a  tax  on  law  proceedings,  which  may 
affect  the  party  that  is  ultimately  successful.  The 
decision  has  proved  that  he  merely  defended  his 
rights  from  violation  ;  in  personal  trouble  and 
anxiety  of  mind,  he  has  already  been  made  to 
suffer  for  the  mistake  or  misconduct  of  another  ; 
he  has  been  marked  out  from  his  fellow-citizens 
by  what  is  surely  no  very  enviable  distinction  j 
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and  it  would  appear  more  reasonable  that  he 
should  be  indemnified  for  what  he  has  already 
endured,  than  that  he  should  be  subjected  to  an 
additional  tax.  Every  proprietor  in  the  nation 
is  maintained  in  his  possessions  by  the  establish- 
ment and  exertions  of  government ;  and  it  seems 
immaterial  whether  this  protection  appear  in  the 
formal  decision  of  a  court,  or  in  that  general  ad- 
ministration of  justice  which  controls  the  power- 
ful and  deters  from  fraud.  Whatever  peculiarity 
there  may  be  in  the  situation  of  a  person  who  has 
had  to  defend  himself  against  an  unfounded  claim, 
is  altogether  to  his  disadvantage ;  for  he  has  been 
put  to  many  inconveniences,  in  order  to  attain 
that  degree  of  security  which  is  gratuitously  en* 
joyed  by  all  the  other  citizens  of  the  state. 

Taxes  on  proceedings  at  law  may  be  still  far- 
ther objected  to  as  tending  to  defeat  one  of  the 
great  intentions  of  the  institution  of  government, 
the  protection  of  the  weak  from  the  injustice  of 
the  powerful.  If  imposed  to  any  considerable 
extent,  they  render  that  protection,  which  is  one 
of  the  chief  advantages  of  the  social  union,  unat- 
tainable by  the  poor ;  and  by  forcing  all  who 
cannot  defray  the  accumulated  charges  of  a  pro- 
tracted suit,  to  submit  to  the  insolence  and  op- 
pressions of  the  wealthy,  they  extinguish  equali- 
ty of  civil  rights.  In  England,  every  step  of  a 
process,  from  the  entry  of  the  action  to  the  final 

VOL.  III.  n 
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sentence,  is  subjected  to  a  tax ;  and  the  injus- 
tice of  this  system  is  still  farther  aggravated  by 
the  mode  in  which  those  taxes  are  levied.    The 
duty  being  the  same  on  each  step  of  the  proceed- 
ings, whatever  may  be  the  value  of  the  subject 
in  dispute,  the  tax  falls  heavily  on  petty  causes, 
in  proportion  to  more  important  law-suits.  Those 
who  could  with  difficulty  defray  the  necessary 
charges  of  procuring  justice,  are  loaded  with  a 
duty  which,  particularly  at  such  a  time,  they  can 
ill  afford,  and  the  evils  of  a  complicated  and  ex- 
pensive system  of  judicature  are  aggravated  by 
an  unjust  system  of  finance.  Such,  at  least,  is  the 
tendency  of  the  numerous  stamps  on  the  several 
proceedings  of  the  British  courts,  though  the 
rates  are  in  general  so  low,  that,  in  practice,  the 
taxes  may  not  add  very  materially  to  the  expen- 
ses of  litigation. 

It  is  only  in  ease  of  collection  that  law-taxes 
possess  any  recommendation.    A  stamp-duty  on 
the  several  proceedings  of  a  court  can  never  be 
evaded,  and  even  if  the  tax  be  proportioned  to 
the  value  of  the  subject  in  dispute,  the  expense 
of  making  a  gross  estimate  of  that  value  cannot 
be  very  great.  It  ought  not,  however,  to  be  any 
recommendation  of  a  public  measure,  that  it  is 
a  ready  mode  of  supplying  the  treasury,  unless 
it  also  apportion  the  public  burdens  in  an  equi- 
table and  expedient  manner.   That  law-taxes  fail 
injustice  has  already  been  shown,  and  a  few  ob- 
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servations  will  prove  that  they  are  equally  defec- 
tive with  rejgard  to  expediency. 

The  expenses  of  a  law-suit,  for  the  most  part, 
are  paid  from  capital.  Few  people  make  an  al- 
teration in  their  way  of  living,  on  account  of  a 
demand  which  they  flatter  themselves  will  be  of 
short  duration  and  to  a  moderate  amount.  A 
law-suit,  therefore,  leaves  both  parties  consider- 
ably poorer  than  it  found  them.  He  who  is  cast 
loses  both  his  own  expenses,  and  such  part  of 
those  of  his  adversary  as  he  is  condemned  to  pay ; 
and  rarely  does  it  happen,  that  he  has  made  pro- 
vision for  this  unexpected  event  by  previous  re- 
trenchment. His  successful  opponent  also  pays 
his  part  of  the  expenses  either  from  his  capital, 
or  from  what  he  would  otherwise  have  added  to 
his  capital.  If  he  acquire  a  new  possession  by 
the  sentence  of  the  court,  he  will  not,  indeed,  be 
impoverished  by  the  expense  ;  but  this  circum- 
stance does  not  prevent  the  reduction  of  the  na- 
tional wealth.  What  the  one  party  gains  is  less 
than  what  the  other  loses,  by  the  whole  amount 
of  the  law  expenses.  If  the  dispute  regard  mo- 
ney, more  is  taken  from  the  pocket  of  the  one, 
than  comes  into  the  pocket  of  the  other ;  if  it 
regard  land,  the  expenses  must  be  paid  either 
from  the  moveable  property  of  the  parties,  from 
the  proceeds  of  a  loan,  or  by  a  sale  of  part  of 
the  estate.  In  which  ever  way  it  may  be  done, 
part  of  what  was  formerly  capital  is  devoted  to 
the  expenditure,   the  attorneys,  counsel,   and 
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clerks.  Should?  the  state  lay  a  tax  on  the  pro- 
ceedings, a  farther  sum  must  go  to  the  public 
service.  This  portion  of  capital,  still  more  cer- 
tainly than  what  is  paid  to  lawyers,  will  instantly 
be  consumed,  and  the  productive  stock  of  the  na- 
tion will,  to  that  amount,  be  reduced. 

Taxes  on  law  proceedings,  then,  being  unjust 
in  principle,  adverse  to  equality  of  civil  rights, 
and  injurious  to  national  wealth,  should  be  exv 
punged  from  the  financial  code. 


PART  II. 


OF  INDIRECT  TAXES. 


CHAPTER  I. 

General  Observations  on  Indirect  Taxes. 

It  has  already  been  shown  that  taxes  which  af- 
fect all  kinds  of  rent  fall  ultimately  on  the  pro- 
prietors of  those  rents,  without  their  being  able 
to  recover  any  part  of  such  taxes  from  other 
members  of  the  state.  *  The  same  observations 
may  be  extended  to  taxes  affecting  equally  all 
profit  of  stock,  or  all  wages  of  labour. 

Were  every  species  of  mercantile  profit  to  be 
equally  taxed,  it  would  be  impossible  for  mer- 
chants and  manufacturers  to  throw  any  part  of 
the  burden  from  themselves  on  others;  for  in 
whatever  way  they  might  employ  their  capitals, 

*  Part  t  Chap.  II.  See.  I. 
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if  they  derived  the  same  profits,  they  would  con- 
tinue liable  for  the  same  contribution.  Unless 
the  duty  were  so  oppressive  as  to  force  capital- 
ists to  send  their  wealth  to  other  countries,  the 
whole  capital  of  the  nation  would  remain  undi* 
minished ;  the  demand  for  that  capital,  on  the 
other  hand,  would  not  be  increased ;  and  there- 
fore the  gross  profits,  from  which  the  tax  would 
be  a  deduction,  must  necessarily  remain  un- 
changed. Such  a  duty,  if  it  could  be  levied 
equally  from  all  profits,  would  be  a  direct  tax  on 
capitalists. 

In  like  manner,  an  equal  tax  on  the  produce 
of  every  kind  of  labour  will  rest  finally  on  the 
workmen,  unless  it  be  so  high  as  to  occasion 
emigration,  or,  through  absolute  want,  to  exter- 
minate a  portion  of  the  people.  Without  some 
alteration  in  the  number  of  workmen,  or  in  the 
demand  for  their  labour,  no  tax,  however  op- 
pressive, if  affecting  every  kind  of  employment, 
could  occasion  the  smallest  rise  in  wages.  The 
competition  between  masters  on  the  one  hand, 
and  labourers  on  the  other,  would  remain  pre- 
cisely the  same  as  before  the  tax  had  been  im- 
posed. 

It  is  otherwise  with  a  tax  affecting  only  parti- 
cular profits  and  wages,  or  affecting  the  several 
branches  of  trade  and  manufacture  in  different 
degrees.  The  consequence  of  such  a  tax  is  to 
repel  stock  and  labour  from  what  is  rendered,  for 
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a  time,  a  disadvantageous  employment.  The 
quantity  of  the  commodity  brought  to  market  is 
consequently  reduced,  while  the  demand  for  it 
remains  undiminished ;  and  the  competition  be- 
tween buyers  and  sellers  being  thus  altered,  the 
price  of  the  commodity  advances,  till  the  la- 
bourer, manufacturer,  and  merchant,  are  again 
put  on  a  footing  with  those  engaged  in  other 
branches  of  trade.  In  order  that  this  should 
take  place,  the  rise  of  price  must  be  such  as  to 
devolve  the  whole  duty  on  the  consumer,  toge- 
ther with  a  profit  on  the  advance  01  that  duty. 

It  is  true,  that  we  cannot  always  trace  an  ac- 
tual diminution  of  the  accustomed  supply  as  a 
practical  consequence  of  a  new  duty  imposed  on 
a  particular  commodity.  The  articles  usually 
selected  for  taxation  are  such  as  are  in  brisk  de- 
mand ;  such  as  are  gradually  drawing  towards 
them  more  of  the  national  stock  and  industry. 
In  this  case,  the  tax,  though  it  does  not  actually 
diminish  the  quantity  brought  to  market,  retards 
its  increase,  till  the  progressive  demand  has  oc- 
casioned an  advance  of  the  price. 

It  also  occurs  in  many  instances,  that  the  ne- 
cessity imposed  upon  the  merchant  or  manufac- 
turer, of  advancing  the  tax  to  government,  be- 
fore he  can  levy  it  from  the  consumer,  withdraws 
part  of  the  stock  which' he  formerly  employed  in 
his  trade.  This  it  does  in  a  manner  that  escapes 
observation.    The  same  money  continues  vested 
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in  the  business,  but  it  is  less  efficient  in  bringing 
forward  goods  for  sale.  The  same  stock,  it  is 
plain,  cannot  serve  two  purposes  :  what  has  been 
paid  to  government  can  no  longer  be  available 
for  manufacture  or  importation.  That  from 
which  a  part  has  been  taken,  can  no  longer  per- 
form  all  the  functions  to  which  it  was  adequate 
while  entire.  Although,  therefore,  none  of  the 
capital  should  be  withdrawn  to  be  vested  in 
other  employments,  the  supply  of  the  market 
must  be  immediately  reduced  by  the  necessary 
operation  of  the  tax  itself;  and,  if  the  demand 
continue  unchanged,  the  price  will  instantly  ad- 
vance. 

It  must  be  remarked,  however,  on  the  other 
hand,  that  the  rise  of  price  has  always  some  ten- 
dency to  restrict  the  use  of  a  commodity,  and 
that,  if  the  rise  be  very  rapid,  the  decrease  of 
consumption  may,  for  a  time,  be  greater  than  the 
diminution  of  the  supply.  This  will  be  experien- 
ced whenever,  without  any  apparent  change  iu 
the  style  of  living,  the  commodity  can  be  dispen- 
sed with,  or  when  some  other  article,  nearly  equi- 
valent, can  be  substituted  in  its  place.  In  such 
cases,  the  demand  will  decline,  upon  an  advance 
of  its  price,  and  the  dealer  will  be  unable  to 
draw  back  his  tax  from  the  consumer,  otherwise 
than  by  actually  vesting  some  part  of  his  capital 
in  other  employments.  In  doing  this  there  is 
always  considerable  inconvenience  and  loss.    A 
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new  branch  of  business  does  not  at  once  present 
itself,  or,  if  it  does,  it  may  be  one,  in  which, 
from  want  of  knowledge,  or  of  previous  ar- 
rangements, from  acquired  habits,  or  an  idea  of 
degradation,  he  who  has  not  been  bred  to  it,  is 
unwilling  to  engage.  He  is  therefore  disposed 
to  continue  his  old  trade  for  some  time  even  un- 
der its  disadvantages,  in  the  hopes  that  others 
will  be  induced  to  withdraw  from  the  business, 
or  that  the  progress  of  wealth,  notwithstanding 
the  new  duty,  will  increase  the  demand. 

If  the  article  that  is  taxed  be  produced  at 
home,  the  dealer  will  be  able  to  throw  most  of 
this  temporary  loss  on  the  manufacturer,  and  he 
again  will  devolve  the  greater  part  of  it  on  the 
workman.  It  is  much  more  easy  for  the  mer- 
chant to  make  some  change  in  the  commodities 
which  he  is  accustomed  to  buy  and  sell,  than  for 
the  manufacturer  to  find  a  new  direction  for  his 
utensils  and  machinery  ;  and,  unless  a  very  con- 
siderable fixed  capital  be  employed,  it  is  more 
easy  for  the  master  to  contract  the  amount,  or 
change  the  nature  of  his  manufacture,  than  for 
the  workman  to  acquire  dexterity  at  new  ope- 
rations, however  analogous  to  those  to  which 
he  has  been  accustomed.  The  consequence  is* 
that,  for  some  time,  there  will  not  be  a  reduction 
in  the  quantity  of  the  commodity  brought  to 
market  sufficient  to  enable  the  dealers  to  procure 
a  rise  of  price.     Whatever,  therefore,  is  paid  t& 
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government  will,  for  a  period,  longer  or  shorter 
according  to  circumstances,  diminish  the  nett 
profits  and  wages  of  those  engaged  in  the  pro- 
duction or  importation  of  the  commodity.  Du- 
ring this  period,  what  is  meant  to  be  an  indirect 
tax,  will  really  be  a  direct  tax  on  the  workman, 
on  the  manufacturer,  and  occasionally,  too, 
though  for  a  shorter  time,  on  the  importer  and 
retailer.  Accordingly,  whenever  there  is  a  ru- 
mour of  any  new  tax  of  an  indirect  nature,  we 
iind  the  consumers,  who  are  ultimately  to  be  af- 
fected by  it,  quite  passive  ;  while  every  dealer  in 
the  article  exerts  an  opposition  so  strenuous, 
that  it  is  obvious  the  measure,  in  his  opinion, 
threatens  to  be  detrimental  to  his  private  inte- 
rests. In  the  course  of  a  few  years,  sometimes 
of  a  few  months,  all  the  outcry  against  the  new 
duty  has  usually  subsided,  the  profits  and  wages, 
in  the  particular  branch  of  trade  that  was  said  to 
be  ruined,  having  again  risen  to  their  former 
level.  The  hardships  imposed  on  particular  de- 
scriptions of  the  inhabitants  have  then  disappear- 
ed, and  the  tax,  having  been  devolved  on  the 
consumers,  is  no  longer  partial  or  oppressive. 

Neither  are  indirect  taxes  severely  felt  by  those 
on  whom  they  are  intended  ultimately  to  be  im- 
posed. Such  taxes  are  paid  by  the  people  from 
that  part  of  their  income  which  they  would  other- 
wise have  expended,  and  in  the  manner  that  is 
least  obvious  to  remark.     As  taxes  increase, 
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the  prices  of  particular  commodities  advance ; 
but  there  is  no  circumstance  to  point  out  what 
part  of  this  rise  is  owing  to  the  tax,  and  what  to 
other  causes.  All  that  the  people  know  is,  that, 
from  year  to  year,  the  same  income  will  afford 
them  fewer  comforts  or  luxuries.  In  proportion 
as  they  experience  this,  they  exert  themselves  to 
add  to  their  incomes,  or,  if  this  be  impossible* 
they  have  recourse  to  more  narrow  economy. 
According  to  taste  or  habit,  some  will  abandon, 
or  very  much  restrict,  the  use  of  a  few  commo- 
dities which  they  can  most  easily  dispense  with, 
while  others  will  endeavour  to  extend  a  portion 
of  the  necessary  retrenchment  over  a  greater  va- 
riety of  indulgences,  In  either  way,  the  tax  will 
be  defrayed  from  that  revenue  which  would 
otherwise  have  been  consumed,  and  though  the 
gratifications  of  each  person  will  be  diminished, 
the  capital  of  each,  and  consequently  that  of  the 
nation,  will  be  unimpaired. 

By  direct  taxes,  certain  sums  are  openly  taken 
from  individuals,  and  applied  with  perfect  publi- 
city to  the  wants  of  the  state. 

By  indirect  taxes,  the  same  sum  is  levied  from 
the  people,  the  same  diminution  of  their  comforts 
is  effected  ;  but  in  place  of  being  demanded  open- 
ly, at  stated  terms,  the  contribution  is  taken,  so 
to  speak,  by  stealth,  in  infinitesimal  instalments, 
and  under  cover  of  the  price  of  commodities, 
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from  which,  in  our  conception,  it  is  never  de- 
tached. 

Indirect  taxes,  accordingly,  occasion  so  little 
complaint,  that  if  imposed  on  a  variety  of  com- 
modities, and  in  a  variety  of  ways,  so  as  to  con- 
ceal  the  real  effect  of  the  duties  in  enhancing 
prices,  they  may  be  carried  to  a  very  great  ex- 
tent, without  attracting  public  notice,  or  inju- 
ring  the  popularity  of  an  administration.  Every 
one  may  be  sensible  that  the  difficulty  of  living 
annually  increases ;  many  may  be  convinced 
from  reasoning,  that  this  is  the  unavoidable  con- 
sequence of  indirect  taxation  ;  but  every  indivi- 
dual addition  to  the  existing  burdens  will  appear 
trifling  in  itself,  and  the  general  amount  of  each 
man's  contribution,  being  spread  over  a  great 
variety  of  items  of  expenditure,  with  which  it  is 
almost  inseparably  blended,  will  neither  be  accu- 
rately ascertained,  nor  at  any  stated  periods  for- 
ced upon  his  attention. 

This  mildness  in  the  operation  of  indirect  tax- 
es, while  it  mitigates  opposition  and  allays  po- 
pular discontent,  is  apt,  at  each  successive  in- 
crease of  the  public  revenue,  to  encroach  some- 
what on  capital.  Many  are  apt  to  overlook  the 
effect  of  the  new  taxes  altogether,  and  to  delay 
retrenchment,  until  actual  difficulties,  or  at  least 
experience  of  having  exceeded  a  prudent  ex- 
penditure, enforce  its  necessity.    If,  indeed,  the 
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new  duty  on  a  particular  commodity  be  high, 
the  propriety  of  more  rigid  economy  may  be  evi- 
dent ;  and  if  the  article  can  easily  be  dispensed 
with,  the  obvious  mode  of  practising  this  econo- 
my will  be  to  contract,  or  altogether  give  up,  its 
use.  But  if  the  commodity,  from  habit  or  fa- 
shion, cannot  easily  be  relinquished,  and  if,  at 
the  same  time,  the  tax  upon  it  be  moderate,  most 
people  will  be  satisfied  with  a  general  resolution 
to  retrench,  without  calculating,  very  nicely,  how 
much  it  would  be  proper  to  save,  or  in  what  spe- 
cific manner  that  saving  is  to  be  accomplished. 
Even  at  the  end  of  the  year,  they  will  be  apt  to 
flatter  themselves,  that  the  excess  of  their  ex- 
penditure arose  from  accident,  or  from  advances 
of  price  which  will  not  last  ;  and  it  will  require 
the  experience  of  a  longer  time  to  convince  them 
that,  if  they  wish  to  adhere  to  their  plans  of  bet- 
tering their  own  condition,  and  providing  for 
the  comfortable  establishment  of  their  families, 
more  rigid  attention  to  economy  is  indispensable. 
Until  this  conviction  takes  place,  the  amount  of 
the  tax  is  not  saved  from  expenditure,  and  there- 
fore capital  is  either  actually  diminished,  or  at 
least  retarded  in  its  accumulation.  Had  the  same 
sum  been  levied  directly,  the  visit  of  the  tax-ga- 
therer would  have  prevented  all  self-deception 
respecting  the  amount  of  the  contribution,  or  its 
effect  in  absorbing  a  portion  of  each  man's  free 
income. 


190  Of  INDIRECT  TAXES* 

If  the  sum  to  be  raised  be  small,  or  if  the  tax- 
es be  diffused  over  a  variety  of  articles  of  con- 
sumption, or  if,  in  place  of  being  imposed  on 
those  articles  themselves,  they  be  levied  more 
indirectly  on  commercial  transactions  ;  in  these 
cases,  the  sum  contributed  by  each  individual  is 
likely  to  escape  observation,  and  consequently  to 
have  a  disadvantageous  effect  on  private  wealth. 
If,  on  the  other  hand,  a  very  heavy  tax  be  laid 
all  at  once  on  a  particular  commodity,  or  on  a 
specific  employment  of  stock  or  industry,  it  will 
be  more  apt  to  be  productive  of  consequences 
Injurious  to  the  interests  of  those  who  deal  in 
the  article  that  is  taxed.  Both  of  these  objec- 
tions, indeed,  are  removed  by  time.  Unless  the 
demand  for  the  commodity  permanently  decline, 
while  a  great  fixed  capital  is  already  destined  to 
its  production,  the  advantages  attending  the  se- 
veral branches  of  trade  will  soon  be  restored  to 
their  natural  equipoise ;  and  unless  insecurity  of 
property  render  the  people  listless  and  indiffer- 
ent to  their  fate,  private  parsimony  will,  in  a 
short  time,  check  inconsiderate  expense.  In 
theory,  therefore,  indirect  taxes  appear  to  be 
greatly  preferable  to  those  that  are  direct ;  but 
when  we  come  to  examine  them  more  closely, 
we  may  perhaps  find  disadvantages,  in  each 
mode  of  levying  them,  sufficient  to  shake  our 
confidence  in  this  conclusion. 

The  innumerable  expedients  that  have  been 
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resorted  to  for  levying  indirect  taxes  may  proba* 
bly  be  all  arranged  under  four  heads. 

1.  Taxes  on  Consumable  Commodities. 

2.  Taxes  on  Commercial  Transactions. 

3.  Taxes 'on  the  Profits  of  particular  Trades 
and  Professions ;  and, 

4.  Taxes  levied  by  means  of  Monopolies. 


CHAPTER  It 

Oj  Taxes  on  Consumable  Commodities, 

SECTION  I. 

Of  Taxes  on  the  Necessaries  of  Life. 

"  By  necessaries,"  says  Dr  Smith,*  "  I  under.. 
«  stand  not  only  the  commodities  which  are  in- 
<f  dispensably  necessary  to  the  support  of  life, 
"  but  whatever  the  custom  of  the  country  ren- 
"  ders  it  indecent  for  creditable  people,  even  of 
"  the  lowest  order,  to  be  without." 

The  operation  of  taxes  on  such  commodities, 
has  been  supposed  by  this  profound  author,  and 
by  many  who  have  implicitly  adopted  his  opi- 
nions, to  be  very  different  from  that  of  taxes  on 
what,  not  coming  under  the  above  description, 
are  denominated  luxuries. 

Although  all  taxes  on  consumable  commodi- 
ties fall  on  the  consumers,  it  has  been  contended 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art.  IV. 
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that  those  which  affect  the  necessaries  of  life  do 
not  rest  there ;  but  that,  by  raising  the  rate  of 
wages,  they  enhance  the  price  of  manufactures, 
and  are  ultimately  paid  by  the  consumers  of  lux- 
uries. 

What  is  paid  to  the  workman  in  return  for  his 
labour  is  not  properly  the  money,  but  what  the 
money  will  purchase  of  such  articles  as  are  re- 
quisite for  his  own  subsistence  and  that  of  his 
family.  If,  in  consequence  of  taxation,  or  other- 
wise, the  necessaries  of  life  should  rise  in  price, 
the  same  coin  will  purchase  less  of  the  means  of 
subsistence,  and  therefore  the  workman  will  de- 
mand and  obtain  a  greater  quantity  of  coin  in 
return  for  his  work.  The  quantity  of  necessaries 
equivalent  to  a  day's  labour  is  determined  by  that 
competition  between  labourers  and  employers, 
which  has  undergone  no  alteration.  A  tax  on 
necessaries  raises  their  price,  by  the  amount  of 
the  tax,  and  by  the  profit  of  the  dealer  who  ad- 
vances it  to  government ;  it  must  consequently, 
in  order  to  restore  the  equilibrium,  raise  the 
price  of  labour  in  an  equal  degree. 

"  As  the  wages  of  labour,"  says  Dr  Smith, 
"  are  every  where  regulated,  partly  by  the  de- 
"  mand  for  it,  and  partly  by  the  average  price  of 
"  the  necessary  articles  of  subsistence,  what- 
"  ever  raises  this  average  price  must  necessarily 
11  raise  those  wages,  so  that  the  labourer  may  still 
"  be  able  to  purchase  that  quantity  of  those  ne- 
void iit.  n 
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"  cessary  articles  which  the  state  of  the  demand 
*t  for  labour,  whether  increasing,  stationary,  of 
"  declining,  requires  that  he  should  have.  A 
"  tax  upon  those  articles  necessarily  raises  their 
"  price  somewhat  higher  than  the  amount  of  the 
"  tax,  because  the  dealer  who  advances  the  tax 
«'  generally  gets  it  back  with  a  profit.  Such  a  tax 
H  must,  therefore,  occasion  a  rise  in  the  wages 
"  of  labour  proportionable  to  this  rise  of  price. 

"  It  is  thus  that  a  tax  upon  the  necessaries  of 
"  life  operates  exactly  in  the  same  manner  as  a 
"  direct  tax  on  the  wages  of  labour.  The  labour- 
"  er,  though  he  may  pay  it  out  of  his  hand, 
"  cannot,  for  any  considerable  time  at  least,  be 
"  properly  said  even  to  advance  it.  It  must  al- 
"  ways,  in  the  long  run,  be  advanced  to  him  by 
"  his  immediate  employer  in  the  advanced  rate 
■f  of  his  wages.  His  employer,  if  he  is  a  manufac- 
"  turer,  will  charge  upon  the  price  of  his  goods 
"  this  rise  of  wages,  together  with  a  profit ;  so 
"  that  the  final  payment  of  the  tax,  together 
H  with  this  overcharge,  will  fall  upon  the  consu- 
"  mer."* 

From  this  view  of  the  subject,  the  impolicy  of 
taxes  on  necessaries  seems  a  natural  inference. 
If  such  taxes,  with  the  addition  of  a  profit  to 
every  manufacturer  and  dealer,  through  whose 
hands  the  commodities  successively  pass,  must 

*  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Art  IV. 
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ultimately  be  paid  by  the  consumer  of  luxuries, 
it  seems  much  more  for  his  interest  that  the 
same  contribution  should  be  exacted  from  him 
in  a  less  circuitous  manner.  That  the  consumer 
of  luxuries  must  furnish  a  revenue  to  govern- 
ment is  no  reason  for  his  being  burdened  also 
with  a  number  of  successive  profits  on  the  ad- 
vance of  that  revenue.  Besides,  a  rich  nation  is 
always  exposed  to  considerable  danger  of  having 
her  manufactures  supplanted  by  poorer  countries 
in  which  the  wages  of  labour  are  cheaper,  and  a 
tax,  which  raises  wages  still  higher,  must  in- 
crease this  risk. 

There  are  not  wanting,  however,  some  consi- 
derations from  which  a  very  opposite  inference 
might  be  drawn.  It  is  only  articles  of  genera) 
consumption  that  can  be  sources  of  any  consi- 
derable revenue  to  the  state ;  for,  in  others,  the 
expense  of  collection  would  absorb  almost  the 
whole  of  the  produce.  Of  those  articles  of  ge- 
neral consumption,  many  are  liable  to  so  much 
competition  in  the  market,  that  even  what  would 
be  thought  a  moderate  tax  would  entirely  ruin 
the  manufacture.  The  luxuries  that  can  be  tax- 
ed being  thus  very  much  circumscribed  in  num- 
ber, the  duty  on  each  must  be  so  high  that  draw- 
backs become  necessary  on  whatever  portion  of 
them  is  exported,  and  these  drawbacks  occa- 
sion a  defalcation  of  the  revenue  and  a  necessity 
fbr  more  taxes.    The  same  high  rate  of  taxation 
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increases  the  expense  of  collection  and  the  temp- 
tation to  fraud  ;  and  thus  burdens  are  accumu- 
lated on  consumers  greatly  beyond  all  the  pro- 
fits that  would  be  charged  on  the  advance  of 
wages  resulting  from  taxes  affecting  the  necessa- 
ries of  life.  Such  taxes  would  diffuse  the  reve- 
nue required  by  government  so  widely  over  all 
luxuries,  that,  although  a  very  considerable  sum 
were  raised  in  this  way,  the  enhancement  of 
price  in  any  particular  manufacture  would  be 
nearly  imperceptible.  * 

It  would  be  superfluous  to  enter  into  a  more 
accurate  investigation  of  these  opposite  opinions, 
respecting  the  expediency  of  taxes  on  necessa- 
ries, for  the  position  on  which  both  of  them  rest, 
that  such  taxes  enhance  the  rate  of  wages,  is  en- 
tirely a  mistake. 

There  can  be  no  doubt  that  the  rate  of  wages, 
like  the  price  of  every  thing  of  which  the  quan- 
tity cannot  be  suddenly  varied,  depends,  in  a 
great  degree,  on  the  general  prosperity  of  the 
country,  on  the  increase  or  decay  of  the  wealth 
of  the  inhabitants.  When  the  people  are  beco- 
ming more  opulent,  there  is  from  year  to  year 
a  greater  competition  of  purchasers,  while  the 


*  These  views  were  very  ably  stated  in  a  manuscript  essay 
which  some  time  ago  was  communicated  to  me.  If  the  argu- 
ments contained  in  the  French  publication,  Le  Reformateur. 
alluded  to  in  the  Wealth  of  Nations,  be  at  all  similar,  they 
are  not  perhaps  so  absurd  as  Dr  Smith  imagined. 
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additional  supply  advances  at  a  more  tardy  pace; 
when  the  people  are  becoming  poorer,  there  are 
from  year  to  year  fewer  purchasers,  while,  if  the 
commodity  be  labour,  the  supply  of  the  market 
can  be  contracted  only  as  the  number  of  the  in- 
habitants, by  emigration,  famine,  disease,  or  ce- 
libacy, may  be  reduced.     In  the  one  case,  the 
competition  of  employers  must  raise  the  wages 
of  labour ;  in  the  other,  the  competition  of  work- 
men must  lower  them.     It  is  therefore  an  un- 
doubted truth,  that  the  advancing,  stationary,  or 
declining  condition  of  a  country,  other  circum- 
stances remaining  the  same,  regulates  the  man- 
ner, whether  liberal,  moderate,    or  scanty,   in 
which  a  workman  can  maintain  his  family ;  but 
Dr  Smith  seems  occasionally  to  have  forgotten 
that  this  is  merely  an  illustration  of  a  truth  of 
still  more  universal  application,  that  all  price  or 
exchangeable  value  depends  on  the  supply  com- 
pared to  the  (Jcmand. 

It  is  too  evident  to  require  proof,  that  taxes 
on  the  necessaries  of  life  can  occasion  no  new 
demand  for  labour.  Indeed,  in  as  far  as  they 
affect  the  employers  of  workmen,  unless  the  pub- 
lic revenue  be  also  expended  on  home  produce, 
they  tend  to  restrict  that  demand.  Independ- 
ently, then,  of  their  effects  on  population,  they 
can  occasion  no  rise  of  wages.  Any  such  rise,  if 
attempted,  would  instantly  throw  a  part  of  the 
people  out  of  employment ;  for  if  more  of  the 
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fund  destined  for  the  payment  of  industry  were 
given  to  one  workman,  less  would  remain  for 
others.  Those,  however,  who  were  thus  in  dan- 
ger of  being  thrown  idle,  would  speedily  reduce 
their  demands  to  the  former  rate,  and  all  the 
rest  would  be  forced  to  follow  their  example. 

Our  enquiry,  therefore,  is  limited  very  much 
to  that  point  which  has  already  been  partially 
examined,  whether  a  rise  in  the  price  of  the  ne- 
cessaries of  life  has  a  tendency  to  depopulate  a 
country.* 

11  If  a  duty  be  laid  upon  any  commodity  con- 
"  sumed  by  an  artizan,"  says  Mr  Hume,  "  he 
"  has  two  obvious  expedients  for  paying  it ;  he 
"  may  retrench  somewhat  of  his  expense,  or  he 
"  may  increase  his  labour.  Both  these  resources 
*'  are  more  easy  and  natural  than  that  of  height- 
"  ening  his  wages."t 

This  opinion  is  in  general  just,  although  in  a 
declining  country  it  may  admit  of  some  limita- 
tions. 

If  a  country  be  already  declining,  a  tax  on  ne- 
cessaries will  accelerate  the  depopulation  arising 
from  the  decrease  of  demand  for  labour.  Should 
the  national  decay  be  rapid,  a  workman,  by  his 
utmost  exertions,  will  scarcely  be  able  to  procure 
sufficient  food  for  himself  and  his  children,  and 

*  See  Book  II.  Chap.  IV.  Sec.  V. 

f  Hume's  Essays,  Part  II.  Essay  VIII. 
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it  is  therefore  impossible  for  him  either  to  re- 
trench his  expenses  or  add  to  his  labour.  The 
tax  will  be  an  aggravation  of  his  misery,  which 
may  force  him  to  emigrate,  or  put  a  more  speedy 
end  to  his  wretched  existence,  and  which,  at  any 
rate,  will  deter  some  of  the  unmarried  from  em- 
barrassing themselves  with  the  cares  of  a  family. 
In  such  unfortunate  circumstances,  and  by  such 
deplorable  means,  a  tax  on  necessaries  will  has- 
ten depopulation,  and  consequently  keep  up,  in 
some  degree,  the  rate  of  wages. 

But  in  a  thriving  country,  a  tax  on  necessaries 
can  produce  no  such  effects.     While  a  state  is 
prosperous,  the  increasing  demand  will  always 
enable  a  workman,  not  only  to  rear  children,  who 
in  time  will  supply  the  place  of  their  parents, 
but  also  to  procure  some  little  comforts,  and  to 
indulge  in  occasional  relaxations.     If  a  tax  be 
laid  on  indispensable  necessaries,  he  will  either 
deprive  himself  of  some  of  those  comforts,  or 
deny  himself  part  of  his  usual  recreations,  rather 
than  bring  distress  upon  his  family.     His  child- 
ren will  be  reared,  perhaps  on  plainer  food,  but 
with  strength  unimpaired,  and  habits  of  industry 
at  least  as  deeply  rooted  ;  and  however  severely 
privations  may  be  felt  where  there  are  few  enjoy- 
ments, neither  will  the  rich  be  induced  by  such 
considerations  to  raise  the  wages  of  their  work- 
men, nor  indeed  could  they  do  so  without  re- 
trenching their  other  expenses,  and  by  that  means 
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contracting  the  demand  for  some  other  species 
of  labour. 

A  tax  on  necessaries  may  indeed  be  so  injudi- 
ciously imposed,  as,  for  a  short  time,  to  discou- 
rage marriage.   If  the  workman  be  made  sudden- 
ly to  relinquish  a  considerable  portion  of  the  com- 
forts to  which  he  has  been  accustomed,  he  will  be 
less  likely  to  contract  an  engagement  by  which 
he  must  subject  himself  to  still  farther  privations. 
Even  in  such  a  case,  a  short  period  will  reconcile 
the  young  to  their  new  condition,  and  banish,  if 
not  from  their  remembrance,  at  least  from  their 
ragret,  indulgences  which  appear  beyond  their 
reach.     New  ideas  of  competency  will  become 
familiar  to  their  minds,  and  when  the  demand 
for  labour  enables  them  easily  to  procure  what  is 
consonant  to  those  ideas,  the  sentiments  which 
prompt  to  marriage,  and  which,  though  repress- 
ed, are  never  eradicated,  will  again  assert  their 
influence,  and,  as  formerly,  be  obeyed.     A  year 
of  uncommon  plenty,  or  of  brisk  demand  for  la- 
bour, will  give  effect  to  those  matrimonial  schemes 
which  had  been  delayed,  or  encourage  new  ones, 
by  which  the  numbers  of  the  people  will  be  kept 
up.    Should  the  tax  be  more  gradually  imposed, 
the  discouragement  to  marriage  will  scarcely  be 
felt.     The  ideas  of  attainable  comfort  will   be 
lowered  by  imperceptible  gradations,  and,  pro- 
vided it  be  left  in  the  power  of  the  labourer  to 
rear  his  family  in  the  most  penurious  manner,  he 
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may  at  last  be  reduced  to  a  state  of  extreme  po- 
verty, without  any  check  having  been  experien* 
ced  in  population. 

By  acknowledging  that  taxes  upon  the  luxu- 
ries of  workmen  have  no  effect  in  enhancing  the 
rate  of  wages,  Dr  Smith  seems  to  have  given  up 
the  whole  question. 

"  The  high  price,"  says  he,  "  of  such  commo- 
"  dities,  does  not  necessarily  diminish  the  ability 
"  of  the  inferior  ranks  of  the  people  to  bring  up 
"  families.  Upon  the  sober  and  industrious  poor, 
"  taxes  upon  such  commodities  act  as  sumptuary 
"  laws,  and  dispose  them  either  to  moderate  or 
"  to  refrain  altogether  from  the  use  of  superflui- 
M  ties  which  they  can  no  longer  easily  afford. 
"  Their  ability  to  bring  up  families,  in  conse- 
11  quence  of  this  forced  frugality,  instead  of  be- 
"  ing  diminished,  is  frequently,  perhaps,  increa- 
"  sed  by  the  tax."  He  then  proceeds  to  show 
that  it  is  chiefly  to  the  families  of  the  sober  and 
industrious  that  we  must  look  for  the  supply  of 
useful  labourers  ;  and  concludes,  that  "  though 
tc  the  advanced  price  of  the  luxuries  of  the  poor 
"  might  increase  somewhat  the  distress  of  disor- 
i*  derly  families,  and  thereby  diminish  somewhat 
"  their  ability  to  bring  up  children,  it  would  not 
"  probably  diminish  much  the  useful  population 
"  of  the  country.3 


"* 


f  Wealth  of  Nations,  Book  V.  Chap.  II.  Part  II.  Act.  IV. 
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This  distinction,  between  taxes  affecting  the 
necessaries,  and  those  affecting  the  luxuries,  of 
the  poor,  is  altogether  imaginary.  No  man,  in 
real  life,  makes  a  formal  division  of  his  income, 
assigning  one  portion  of  it  to  maintenance, 
and  another  to  gratification  ;  far  less  would 
he  abide ,  by  this  division,  if  the  operation  of  a 
tax,  or  any  other  circumstance,  should  deprive 
him  of  part  of  what  he  was  accustomed  to  allot 
to  one  of  those  classes  of  expense.  A  sober 
workman  dedicates  to  indulgence  only  what  re- 
mains of  his  time  and  income,  after  having  fully 
provided  the  necessaries  of  life ;  and  in  his  grati- 
fications his  family  partake  :  the  profligate  as- 
signs for  the  maintenance  of  his  children  the  ca- 
sual remnant  of  his  wages,  after  having  satisfied 
his  own  appetites,  or  unwillingly  resigns  to  them 
such  pittances  as  may  be  extorted  by  a  sense  of 
shame,  or  wrung  from  him  by  the  view  of  their 
sufferings.  Any  reduction  of  income,  in  what- 
ever way  it  may  arise,  will  operate  on  the  con- 
duct of  those  two  persons  in  the  manner  that 
might  be  expected  from  their  respective  charac- 
ters. Neither  will  consider  for  a  moment  whe- 
ther the  necessity  of  additional  parsimony  is  oc- 
casioned by  the  advanced  price  of  his  food,  of 
his  clothes,  or  of  his  luxuries.  If  retrenchment 
be  necessary,  it  will  be  made,  not  precisely  in  the 
article  that  is  taxed,  but  in  that  which  can  most 
easily  be  spared.    An  industrious  and  sober  man 
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will  abstain  from  some  of  his  usual  indulgences, 
that  his  children  may  not  suffer  from  a  rise  of 
the  necessaries  of  life  ;  a  profligate,  if  his  most 
vicious  gratifications  become  more  expensive, 
will  curtail  the  necessary  food  of  his  family. 
The  number  that  might  be  expected  to  act  this 
latter  part  is  happily  not  very  great,  and  would 
scarcely  be  increased  by  any  species  of  taxation. 
He,  whose  heart  is  so  far  corrupted,  that,  rather 
than  deny  himself  his  usual  pleasures,  he  can  re- 
ject the  supplications  of  his  children  for  food,  will 
soon  find,  whether  he  be  taxed  or  not,  that  his 
income  is  inadequate  to  his  selfish  gratifications. 
The  effect  of  taxes  on  the  necessaries  of  life 
will,  therefore,  be  no  more  injurious  to  popula- 
tion, than  that  of  taxes  on  the  luxuries  of  the 
poor.  The  sober  part  of  workmen,  a  description 
which  includes  much  the  greater  number,  and 
nearly  all  who  rear  an  industrious  and  useful  fa- 
mily, if  the  charges  of  living  should  increase, 
will  sacrifice  their  own  gratifications  to  the  in- 
dispensable wants  of  their  children,  or,  by  more 
unremitted  labour,  they  will  endeavour  to  raise 
their  income  to  an  equality  with  their  expense. 
The  rate  of  wages  in  such  circumstances  will 
not  advance  ;  and  indeed,  in  as  far  as  superior 
industry  may  be  exerted,  it  will  even  decline. 
Were  each  man  to  work  half  an  hour  longer  in 
the  day,  the  quantity  of  labour  at  market  would 
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be  increased  one  twentieth  part,  and  if  there 
were  no  corresponding  increase  of  demand,  a 
competition  for  employment  would  ensue,  by 
which  the  remuneration  of  labour  would  be  re- 
duced. This  consequence  of  a  tax  on  the  neces- 
saries or  luxuries  of  the  poor  would  probably  be 
of  short  duration.  Few  would  persist  in  labour 
too  severe  for  their  health,  in  order  to  be  able 
to  afford  a  few  indulgences,  much  less  essential 
to  their  well-being  than  a  state  of  perfect  health. 
But  the  tendency  of  additional  industry  to  lower 
the  price  of  labour  might  at  least  counterbalance 
the  effect  of  new  privations  in  checking  marriage, 
and  thereby  for  a  short  time  retarding  the  pro- 
gress  of  population. 

•  In  his  opinions  respecting  the  operation  of  tax- 
es on  the  wages  of  labour,  and  on  the  necessaries 
of  life,  as  well  as  in  his  speculations  concerning 
the  effect  of  corn-bounties,  Dr  Smith  seems  to 
have  been  misled,  by  considering  a  rise  in  the 
price  of  necessaries  as  equivalent  to  a  fall  in  the 
value  of  money.  Yet  there  can  be  little  doubt 
that  the  consequences  of  the  one  are  very  differ- 
ent from  those  of  the  other. 

A  depreciation  of  currency  causes  an  equal 
rise  in  the  price  of  every  thing  that  is  to  be  paid 
for  in  money,  leaving  the  values  of  all  commodi- 
ties, relatively  to  each  other,  unchanged.  At 
the  same  instant,  and  to  the  same  degree,  it  en- 
hances the  money-price  of  necessaries  and  lux- 
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uries,  the  nominal  wages  of  labour,  and  the  no- 
minal amount  of  those  funds  from  which  the 
wages  of  labour  are  to  be  paid.  As  each  person 
can  procure  more  pieces  of  money  for  whatever 
commodities  he  possesses,  so  he  may  also,  with- 
out exceeding  his  usual  expenditure,  give  more 
of  those  pieces  for  whatever  article  he  may  want. 
The  very  day  after  such  a  depreciation,  the  land- 
holder will  find  that  he  can  get  a  higher  rent  for 
his  land,  the  farmer  a  higher  price  for  his  corn, 
the  merchant  ail  advance  on  the  goods  in  his 
possession.  As  each  of  them  can  procure  more 
money,  each  will  carry  more  into  the  market  for 
labour,  and  this  new  nominal  demand  will  in- 
stantly raise  nominal  wages.  None  but  those 
whose  annual  income  is  an  invariable  sum  of  mo- 
ney, would  be  either  richer  or  poorer  in  conse- 
quence of  the  alteration.  Were  the  yard  by  which 
cloth  is  measured  to  be  shortened,  the  quantity 
in  a  piece  might  be  nominally  greater,  but  the 
price  of  each  yard  would  be  less,  and  the  value 
of  the  whole  piece  the  same  as  before.  In  like 
manner,  were  the  guinea  to  be  adulterated,  the 
capital  of  each  master  might  be  converted  into  a 
greater  number  of  guineas,  but  his  outlays,  whe- 
ther for  goods  or  work,  would  to  an  equal  ex- 
tent be  increased.  The  alteration  of  the  com- 
mon measure  produces  effects  destructive  of  each 
other,  on  all  commodities  measured  by  it  in  order 
to  be  exchanged. 
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A  tax  on  the  necessaries  of  life,  on  the  other 
hand,  produces  no  general  effect  on  the  medium 
of  exchange,  but,  with  the  exception  of  the  arti- 
cles subjected  to  the  duty,  leaves  every  commo- 
dity at  its  former  money-price.  It  makes  no  dif- 
ference whatever  on  the  quantity  of  gold  and 
silver,  nor  in  the  demand  for  it ;  the  only  cir- 
cumstances which  can  affect  the  value  of  those 
articles  in  comparison  with  every  other  species 
of  wealth.  It  neither  enables  the  landholder  to 
get  more  rent,  nor  the  farmer  to  get  a  higher 
money-price  for  his  produce,  nor  the  dealer  to 
advance  the  money-price  of  the  goods  in  his 
shop  ;  it  consequently  increases  in  no  respect 
the  nominal  value  of  the  funds  destined  for  the 
employment  of  labour,  without  which  there  can- 
not be  even  a  nominal  advance  of  wages.  The 
same  quantity  of  money,  whether  in  possession 
of  the  workman  or  of  his  employer,  is  rendered 
equivalent  to  a  smaller  portion  of  the  particular 
commodity  that  has  been  taxed ;  but,  in  com- 
parison with  other  commodities,  it  retains  its 
pristine  value.  After  a  tax  had  been  imposed 
upon  the  necessaries  of  life,  each  master  would 
be  able  to  procure  fewer  of  those  necessaries  in 
exchange  for  his  funds,  and  consequently,  if  he 
continued  to  employ  the  same  number  of  ser- 
vants, he  must  give  fewer  to  each.  If  he  should 
attempt  to  issue  the  same  quantity  of  subsistence 
as  formerly,  his  stock  would  be  exhausted  before 
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the  end  of  the  year,  and  his  labourers,  forced  to 
seek  other  masters,  would  increase  the  competi- 
tion for  employment  in  other  branches.  The 
consequence,  therefore,  of  raising  the  value  of 
the  means  of  subsistence,  independently  of  the 
use  of  money  altogether,  is  to  force  each  work- 
man to  content  himself  with  a  more  frugal  main- 
tenance ;  and  the  use  of  money  in  facilitating 
the  exchange  of  labour  for  the  funds  destined 
for  its  maintenance,  as  it  can  make  no  alteration 
in  the  total  amount  of  either,  can  make  none  in 
their  values  in  relation  to  each  other.  A  tax  on 
necessaries  neither  increases  the  funds  that  give 
employment  to  labour,  nor  decreases  the  num- 
ber of  people  desirous  of  such  employment,  nor 
does  it  affect  the  general  value  of  gold  and  sil- 
ver, which  serve  as  the  common  measure  of  all 
values ;  but  it  raises  the  price  of  the  particular 
commodity  that  has  been  taxed,  whether  that 
price  be  paid  from  the  funds  of  the  master,  in 
the  labour  of  the  workman,  or  in  the  circulating 
medium  of  the  country.  Each  person  who  has 
occasion  to  purchase  those  necessaries  of  life, 
whatever  kind  of  property  or  labour  he  may  give 
in  exchange,  must  pay  the  tax,  without  retribu- 
tion, on  that  quantity  of  them  which  he  con- 
sumes. 

If,  for  a  considerable  time,  the  prices  both  of 
necessaries  and  labour  have  been  progressive, 
this  fact  establishes  no  necessary  connection  be* 
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tween  the  two.  Both  may  probably  be  ascribed, 
in  a  great  degree,  to  a  progressive  depreciation 
of  the  precious  metals,  consequent  on  the  fertili- 
ty of  the  mines,  and  the  substitution  over  a  great 
part  of  Europe,  and  particularly  in  England,  of  a 
paper,  for  a  metallic,  currency.  In  so  far  as  this 
circumstance  is  insufficient  to  account  for  the  fact, 
the  rise  of  wages,  in  any  particular  country,  must 
be  owing  to  the  national  wealth,  and  the  concomi- 
tant demand  for  labour  having  outstripped  the 
progress  of  population  ;  and  the  rise  of  necessa- 
ries, to  the  population,  aided  by  the  profusion  in- 
separable from  affluence,  having  outstripped  the 
progress  of  agriculture.  Both  have  their  origin 
in  national  prosperity;  and  perhaps  a  rise  of  wages 
can  scarcely  take  place  without  occasioning  at 
least  a  temporary  advance  in  the  price  of  food. 
But,  on  the  other  hand,  it  is  very  possible,  that, 
even  with  a  slowly  advancing  demand  for  labour, 
deficient  crops  or  injudicious  taxes  may  raise  the 
price  of  necessaries,  without  affecting  wages,  till 
all  the  little  comforts  of  the  people,  one  after 
another,  are  wrung  from  their  gripe. 

If  taxes  on  the  necessaries  of  life  fall  without 
retribution  on  those  by  whom  the  necessaries 
kre  consumed,  their  extreme  injustice  must  be 
apparent.  A  labouring  man,  though  he  may 
waste  less  of  the  means  of  subsistence,  requires 
a  greater  quantity  of  plain  and  wholesome  food 
for  his  nourishment,  than  the  indolent  and  in- 
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active.  It  is  not  in  such  articles,  but  in  luxuries 
and  superfluities,  that  the  rich  expend  their  in- 
comes. Their  own  consumption  of  what  are 
strictly  necessaries  is  considerably  less  than  that 
of  the  lowest  of  .their  menials;  and  though  a 
considerable  quantity  of  food  may  be  wasted  in 
their  kitchens,  or  employed  in  maintaining  a 
number  of  dogs  and  horses,  yet,  after  the  fullest 
allowance  is  made  for  every  extravagance,  it  is 
impossible  to  believe  that  this  branch  of  their 
expenditure  can  bear  a  fair  proportion  to  the 
extent  of  their  wealth.  In  place  of  increasing 
progressively  according  to  the  fortunes  of  the 
several  contributors,  a  tax  on  necessaries  suffers 
a  progressive  diminution.  It  overburdens  the 
poor,  to  exempt  the  rich.  From  the  lower  or- 
ders it  abstracts  some  of  the  few  comforts  which 
they  enjoy,  and  which,  in  proportion  to  their 
paucity,  are  individually  important  to  their  well- 
being;  while  from  the  opulent,  who  are  protect- 
ed in  the  enjoyment  of  luxury,  splendour,  and 
power,  it  can  scarcely  be  said  to  steal  one  of 
those  gratifications,  whose  absence,  among  the 
multitude  that  remain,  can  never  be  discerned. 

In  England,  few  taxes  have  been  imposed  up- 
on necessaries :  those  on  soap,  candles,  leather, 
and  salt,  being  perhaps  all  that  come  strictly  un- 
der that  denomination.  In  Holland,  such  taxes 
formed  a  very  considerable  part  of  the  public 
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revenue.  That,  in  the  latter  country,  wages  were 
high,  and  the  people  remarkably  easy  in  their 
circumstances,  was  not  the  result  of  the  system 
of  finance  ;  but  must  be  altogether  ascribed  to 
the  great  sobriety  of  the  people,  the  general  ha- 
bits of  economy  which  prevailed  even  among  the 
rich,  and  the  rapid  progress  of  wealth  which  re- 
sulted from  such  a  state  of  manners.  Had  there 
been  no  taxes  on  the  means  of  subsistence,  there 
can  be  no  doubt  that  the  rate  of  wages  would 
have  been  as  high,  and  the  condition  of  the  peo- 
ple still  more  comfortable ;  for  it  seems  impossi- 
ble that  any  part  of  the  wealth  so  widely  diffu- 
sed, or  of  the  general  prosperity  of  the  country, 
could  have  arisen  from  the  lower  orders  being 
subjected  to  heavy  and  unjust  contributions. 


SECTION  II. 

Of  Taxes  on  Luxuries. 


Almost  the  whole  of  that  part  of  each  per- 
son's income  which  is  annually  expended,  is  gi- 
ven in  exchange  for  some  species  of  consumable 
commodity  \  either  for  necessaries  which  main- 
tain himself  and  his  family  in  life  and  health,  or 
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for  luxuries  which  add  to  their  enjoyments.  The 
expense  of  mere  maintenance  may  be  consider- 
ed as  pretty  much  the  same  in  all  ranks  of  life ; 
and  therefore  every  income  that  is  more  than 
sufficient  to  command  the  means  of  subsistence 
is  expended  on  luxuries,  that  is,  on  articles  in- 
tended to  confer  pleasure  or  to  procure  respect. 
The  annual  purchases  of  such  articles  furnish- 
ing an  accurate  measure  of  that  portion  of  ex- 
penditure which  is  not  intended  for  mainte- 
nance, a  tax  on  every  luxury,  equivalent  to  a 
certain  portion  of  its  price,  would  distribute  the 
public  burdens  equally,  according  to  their  ex- 
penditure, over  all  classes  of  the  inhabitants. 

It  has,  however,  been  shown,  that  this  equal 
distribution  of  public  burdens  is  not  altogether 
just ;  that,  on  the  contrary,  in  ascending  from 
the  lower  to  the  higher  ranks,  it  is  reasonable 
that  the  ratio  of  contribution  to  income  should 
progressively  increase.  *  Even  to  this  improved 
scale  of  taxation,  duties  on  luxuries  may  in  a 
great  measure  be  adapted.  There  are  particular 
luxuries  appropriated  entirely  to  the  rich  ;  others 
which,  in  common  with  the  rich,  are  used  also  by 
people  of  easy  or  even  narrow  fortune ;  and  a  few 
in  which  all  ranks  and  orders  participate,  though 
in  unequal  degrees.  These  last  ought  to  be  al- 
together exempted,  or  at  least  very  lightly  tax- 

*  Book  II.  Chap.  V.  Sec.  IV. 
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ed  ;  for  even  a  trifling  privation  must  be  severe-* 
ly  felt  by  those  whose  comforts  are  few.  For  a 
similar  reason,  the  luxuries  of  the  middling  ranks 
ought  to  be  subjected  to  lower  duties  than  those 
appropriated  entirely  to  the  opulent.  As  a  man's 
wealth  increases,  he  no  doubt  becomes  more 
profuse  in  the  consumption  of  such  articles  as 
are  used  indiscriminately  by  all  but  the  poor.  It 
is  not,  however,  in  the  purchase  of  such  commo- 
dities that  the  greater  part  of  an  overgrown  for- 
tune is  expended  ;  but  on  articles  of  costly  lux- 
ury or  magnificence,  to  which  inferior  riches  can 
make  no  pretensions.  By  increasing  the  rate  of 
duty,  therefore,  on  commodities  used  exclusive- 
ly by  the  opulent,  the  public  revenue  might  be 
levied  with  perfect  justice  from  the  several  classes 
of  the  people. 

There  is,  however,  a  very  strong,  and  often  an 
irresistible  temptation,  when  taxing  luxuries,  to 
depart  from  justice.  It  is  only  an  article  in  gene- 
ral use  that  can  yield  a  considerable  revenue, 
without  being  so  highly  taxed,  as  either  to  limit 
its  consumption,  or  to  encourage  frauds,  or  to  ren- 
der the  expense  of  collection  disproportioned  to 
the  produce.  The  public  necessities,  and  the  de- 
sire of  public  economy,  thus  conspire  in  recom- 
mending taxes  on  the  luxuries  of  the  middling 
ranks,  if  not  on  those  of  the  poor  ;  and,  accord- 
ingly, an  inspection  of  the  imposts  of  any  nation 
in  Europe,  will  prove  that  a  disproportionate 
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share  of  the  public  burdens  is  thrown  on  those, 
who,  somewhat  above  the  rank  of  workmen,  are 
still  dependent,  for  part  of  their  annual  income, 
on  their  own  exertions. 

Taxes  on  malt  and  beer  fall  much  heavier  on 
the  luxuries,  it  might  almost  be  said  on  the  ne- 
cessaries, of  the  poor,  than  on  those  of  the  rich ; 
the  quantity  of  malt  liquor  consumed  by  the  se- 
veral classes  of  society,  bearing  no  fair  propor- 
tion to  their  respective  incomes.  As  the  tax  on 
brewing  is  levied  in  England,  it  is  still  farther 
unjust;  for  all  those  who  brew  for  their  own 
consumption,  that  is,  all  the  richest  of  the  land- 
holders, are  entirely  exempted  from  a  duty  which 
bears  hard  upon  the  poorest  of  the  people.  *  Tea, 
sugars,  spiritous  liquors,  tobacco,  printed  cot- 
tons, and  some  other  commodities,  on  which 
heavy  duties  are  imposed  in  Britain,  are  used  in 
nearly  equal  quantities  by  the  middling  and  high- 
er ranks,  and  several  may  even  be  considered  as 
the  luxuries  of  the  poor.  In  a  merely  financial 
view,  that  some  of  them  are  foolish  indulgences, 
and  others  pernicious,  is  wholly  immaterial.  While 
they  continue  to  be  used,  the  public  revenue  le- 

*  There  may  have  been  reasonable  objections  to  the  mode 
m  which  it  was  lately  proposed  to  abolish  this  iniquitous  ex- 
emption ;  but  the  opposition  that  was  made  to  the  principle  of 
the  measure  is  the  most  scandalous  instance  afforded  by  mo- 
dern times,  of  an  open  sacrifice  of  the  interests  of  the  com- 
munity, to  those  of  the  class  which  legislates  for  the  nation. 
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vied,  by  means  of  them,  will  be  a  charge  on  the 
several  classes  of  inhabitants,  disproportioned  to 
their  respective  degrees  of  opulence.  If  it  be  im- 
practicable to  increase  the  taxes  on  such  commo- 
dities as  are  principally  or  exclusively  appropria- 
ted to  the  rich,  justice  would  require  some  miti- 
gation of  those  duties  which  have  been  imposed 
on  the  luxuries  of  the  inferior  classes  of  society ; 
and  probably  this  mitigation,  as  will  afterwards 
be  shown,  would,  in  many  instances,  be  as  expe- 
dient as  just. 

It  has  already  been  observed,  that  indirect 
taxes,  unless  perhaps  for  a  short  time  after  they 
are  imposed,  are  entirely  paid  from  savings  of 
expenditure,  and  therefore  have  no  tendency  to 
diminish  the  capital  of  individuals,  or  to  exhaust 
the  resources  of  the  state.  When  such  taxes, 
however,  are  laid  on  consumable  commodities, 
they  can  scarcely  be  levied  without  render- 
ing a  portion  of  capital  for  a  time  unproductive, 
or  made  effectual,  without  occasionally  absorb- 
ing the  commercial  stock  of  the  fraudulent  deal- 
ers. 

A  tax  on  a  commodity  is  usually  paid  to  go- 
vernment a  considerable  time,  before  the  article 
comes  into  the  possession  of  the  person  by  whom 
it  is  to  be  consumed.  It  is  only  at  the  moment 
that  it  has  completed  its  transition  from  hand  to 
hand,  and  through  various  forms,  that  either  its 
price,  or  the  amount  of  the  tax  with  which  it  is 
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charged,  is  taken  from  that  portion  of  wealth 
which  is  destined  for  the  consumption  of  its  pro- 
prietor. Previously  to  this,  commercial  stock 
was  vested  in  the  commodity,  and  the  quantity 
of  stock  so  vested  was  increased  by  the  amount 
of  the  tax.  If  a  duty  is  levied  at  importation,  the 
merchant  will  be  obliged  to  advance  it  from  his 
stock,  till  he  can  sell  the  commodity  to  a  dealer ; 
the  dealer,  till  he  can  dispose  of  it  perhaps  to  a 
manufacturer ;  the  latter,  till,  after  having  alter- 
ed its  form,  he  can  deliver  it  to  the  retailer ;  and 
the  retailer,  till  he  can  sell  it  to  the  person  by 
whom  it  is  to  be  consumed.  In  every  step  of 
this  progress,  except  the  last,  the  capital  of  which 
the  several  traders  had  been  deprived  is  restored 
to  them,  only  by  absorbing  an  equal  capital  be- 
longing to  another  trader  ;  and  therefore  at  eve- 
ry instant  of  time,  the  efficient  capital  of  the  na- 
tion is  diminished  by  the  mode  of  levying  the 
tax.  Had  the  duty  been  payable  only  when  the 
commodity  came  into  the  hands  of  the  consu- 
mer, the  whole  stock  vested  in  trade  would 
have  continued  its  former  functions  ;  but  if  part 
of  it  be  employed  in  advancing  the  money  to  the 
public  treasury,  before  it  can  be  procured  from 
the  private  revenues  of  the  people,  less  will  re- 
main for  making  purchases  abroad,  or  maintain- 
ing workmen  at  home.  Should  a  duty  of  lOOL 
be  levied  at  importation,  the  merchant  must  re- 
serve this  lOOl*  to  advance  the  tax  ;  and  if  he 


21 6  OF  TAXES  ON 

could  formerly  have  purchased  goods  to  the 
amount  of  lOOOl.,  he  must  now  restrict  his  or- 
ders to  9001.  In  the  same  manner,  the  funds  from 
which  the  manufacturer  was  accustomed  to  is- 
sue subsistence  to  his  workmen,  are  reduced  by 
whatever  additional  price  he  is  obliged  to  pay  to 
the  merchant  for  his  rude  material,  or  whatever 
sum  is  levied  by  government  on  the  process  of 
his  manufacture. 

Capital  thus  employed  in  advancing  a  tax 
yields  the  ordinary  rate  of  profit  to  its  proprie- 
tor ;  and,  therefore,  is  as  advantageously  em- 
ployed for  his  interest,  as  any  part  of  his  stock  : 
but  much  more  is  taken  from  the  pockets  of 
the  contributors,  than  goes  to  the  revenue  of 
the  state.  If  the  tax  be  levied  at  an  early  part  of 
a  process,  so  as  to  be  advanced  to  government 
for  a  year  before  the  article  passes  to  the  consu- 
mer, it  will  be  attended  with  an  overcharge  of 
at  least  ten  or  twelve  per  cent.     On  the  other 
hand,  had  the  same  duty  been  levied  at  the  last 
step  of  the  process,  the  same  revenue  would  have 
accrued  to  government,  while   each  consumer 
would  have  been  able  to  expend  on  other  grati- 
fications this  10  or  12  per  cent,  of  profit,  char- 
ged for  the  advance  of  the  tax.     The  public  re- 
venue  is  not  increased ;  the  several  dealers  re- 
ceive no  more  profit  than  they  might  have  de- 
rived from  the   additional  business  which   the 
portion  of  their  stock  so  withdrawn  would  have 
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enabled  them  to  transact;  and  the  consumer  is 
subjected  to  new  and  useless  privations. 

The  capital,  which  advances  the  tax  to  govern- 
ment, is  during  that  time  prevented  from  giving 
any  support  to  the  industry  of  the  country  :  its 
operations  are  as  completely  arrested,  as  if  it  were 
locked  up  in  a  strong  box ;  its  power  of  calling 
forth  national  industry,  and  maintaining  nation- 
al population,  is  as  much  palsied,  as  if  it  were 
lent  to  a  foreign  nation.  All  its  action  is  com- 
pletely suspended,  though  it  will  again  be  re- 
stored, when  the  commodity  is  ultimately  dis- 
posed of  to  the  consumer,  and  paid  for  out  of 
that  portion  of  his  wealth  which  is  set  apart  for 
expenditure.  The  capital  is  not  indeed  annihi- 
lated, as  it  would  have  been  if  advanced  to  go- 
vernment in  any  way  that  did  not  ultimately 
make  it  a  charge  upon  expenditure:  it  still  ex- 
ists unimpaired,  and  may  again  be  invested  with 
all  its  productive  qualities,  by  the  repeal,  and 
sometimes  by  the  modification,  of  the  tax. 

From  the  means,  however,  that  are  usually 
employed  for  checking  the  evasion  of  taxes  on 
consumable  commodities,  not  merely  a  tempora- 
ry, but  a  permanent,  defalcation  of  capital  must 
ensue.  Smuggling,  as  it  appears  to  do  little  in- 
jury to  any  one,  and  to  be  a  violation  of  posi- 
tive, rather  than  of  natural,  law,  is  viewed  with 
such  indulgence  by  the  people,  that  to  enact  se- 
vere punishment  against  it,  more  particularly  if 
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that  punishment  be  of  a  personal  nature,  out- 
rages all  the  feelings  of  humanity,  and  creates  a 
strong  and  universal  wish  for  the  escape  of  the 
culprit.  Against  such  general  feelings,  a  sense 
of  duty  in  the  revenue  officers  would  be  a  weak 
defence,  unless  seconded  by  powerful  motives  of 
self-interest.  Hence  the  expediency  of  invigo- 
rating the  exertions  of  those  officers,  by  pre- 
miums proportioned  to  their  success  in  detecting 
illicit  practices;  premiums  which  may  be  paid, 
without  any  expense  to  the  state,  from  the  con- 
fiscation of  contraband  goods.  This  confisca- 
tion, with  the  addition  in  some  cases  of  a  fine, 
seems  the  natural  and  appropriate  punishment 
for  him,  who,  from  the  hopes  of  gain,  engages 
in  a  smuggling  adventure.  If  he  be  successful, 
he  will  enrich  himself  at  the  expense  of  the  re- 
venue ;  if  he  be  detected,  it  seems  reasonable  to 
exact  from  him  a  compensation  for  the  public 
losses  resulting  from  his  trade. 

Every  such  confiscation,  whether  for  the  be* 
nefit  of  the  officer  or  of  the  revenue,  converts 
what  was  formerly  capital  into  a  fund  destined 
for  immediate  consumption.  The  funds  so  turn- 
ed to  expenditure  formed  the  stock  of  the  smug- 
gler, with  which  he  carried  on  his  illicit  trade  -y 
and,  though  it  furnished  no  revenue  to  govern- 
ment, it  was  as  much  part  of  the  national  capi- 
tal, as  the  stock  of  the  fair  trader ;  in  propor- 
tion to  its  amount  and  its  mode  of  investment, 
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giving  as  much  encouragement  to  national  in- 
dustry, and  making  as  large  additions  to  the  ag- 
gregate means  of  enjoyment  existing  in  the  coun- 
try. Every  seizure,  therefore,  diminishes  pro- 
ductive capital,  and,  by  doing  so,  has  a  direct  ten- 
dency to  impoverish  the  nation. 

The  objections  to  taxes  on  luxuries,  which  may- 
be drawn  from  those  topics,  will,  probably,  in  the 
minds  of  the  people,  and  certainly  in  those  of 
their  rulers,  weigh  very  little  against  their  mild- 
ness of  operation.  When,  from  its  having  be- 
come necessary  to  increase  the  burdens  of  the 
people,  some  degree  of  discontent  may  be  ex- 
pected, it  is  natural  that  sources  of  revenue,  the 
least  oppressive  in  their  immediate  consequen- 
ces, should  be  preferred,  until  each  luxury,  both 
of  the  middling  and  higher  ranks,  be  made  to  con- 
tribute as  largely  as  the  circumstances  of  the 
country  will  permit.  To  taxes  on  consumable 
commodities  there  are  therefore  only  two  boun- 
daries. The  rate  must  not  so  far  discourage  the 
consumption  as  to  render  the  tax  unproductive : 
nor  must  the  expense  of  repressing  smuggling 
be  so  great  as  to  intercept  above  a  certain  por- 
tion of  the  receipts. 

When  taxes  on  consumable  commodities  are 
carried  as  far  as  these  their  natural  limits  will 
permit,  they  are  necessarily  productive  of  evils, 
in  comparison  of  which  all  their  advantages  are 
insignificant. 
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Taxes,  even  though  moderate,  would  seldom 
be  paid  at  all,  if  any  mode  of  evasion  could  be 
found  that  was  less  expensive.  As  the  duty  is 
heightened,  the  temptation  to  fraud  is  increased, 
and  as  new  articles  are  subjected  to  imposts., 
those  temptations  are  extended  to  more  indivi- 
duals, and  to  new  divisions  of  the  country.  It 
becomes  absolutely  necessary  to  station  as  many 
revenue  officers  in  every  district,  as,  by  throwing 
difficulties  in  the  way  of  evasion,  may  render  the 
risk  more  than  equivalent  to  the  ordinary  pro- 
fit of  a  smuggling  trade.  From  the  number  of 
officers  so  employed,  it  is  impossible  to  assign 
any  considerable  salary  to  each  ;  and  from  the 
odium  attached  to  the  office,  nothing  but  high 
emolument  could  render  it  desirable  to  a  sober 
and  industrious  man,  possessed  of  the  requisite 
qualifications.  Independently,  then,  of  political 
interest  and  intrigue,  by  which  the  most  unwor- 
thy candidates  are  occasionally  preferred,  it  is 
not  very  probable  that  inferior  revenue  officers 
should  be  men  of  such  respectability,  as  to  be 
above  suspicion  of  connivance  with  those  illi- 
cit dealers,  whom  it  is  their  duty  to  detect.  A 
close  inspection  of  their  conduct  becomes  neces- 
sary ;  and  even  the  inspectors  that  may  be  appoint- 
ed over  particular  districts,  if  the  taxes  are  so 
heavy  as  to  allow  of  a  large  bribe,  will  themselves. 
require  to  be  placed  under  a  vigilant  superintend- 
ance.    In  this  manner,  a  vast  multitude  of  reve- 
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line  officers,  in  proportion  to  the  revenue  collect- 
ed, becomes  indispensable  ;  the  whole  of  whose 
salaries  must  be  paid  from  the  produce  of  the 
taxes,  while  their  perquisites,  being  added  by  the 
dealer  to  the  price  of  his  merchandize,  become  a 
new,  and  sometimes  a  very  heavy,  charge  on  the 
consumer.  If  a  revenue  to  as  great  an  amount 
might  have  been  levied  at  less  expense,  all  the  ad- 
ditional charges,  whether  for  salaries  or  fees  to 
the  officers,  are  burdens  on  the  people  for  which 
they  receive  no  equivalent. 

But  the  great  expense  of  such  a  system  is  one 
of  the  smallest  evils  of  which  it  is  productive. 
No  plan  of  inspection  or  control  can  be  efficient, 
unless  powers,  liable  to  great  abuses,  be  commit- 
ted to  the  agents  of  government.  Experience 
has  shown  it  to  be  impossible,  in  many  branches 
of  trade,  to  discourage  smuggling,  without  sub- 
jecting the  dealers  to  the  inspection  of  revenue 
officers,  authorised,  at  their  own  discretion,  to 
ransack  work-shops  and  ware-houses.  Under  the 
pretence  of  duty,  these  officers  may  occasion  un- 
ceasing trouble,  reveal  the  most  important  se- 
crets, and  in  a  thousand  ways  inflict  vexations 
both  teazing  and  degrading.  In  branches  of 
trade  subjected  to  such  oppression,  the  rate  of 
profit  must  rise  sufficiently  to  counterbalance 
their  peculiar  disadvantages  j  and  this,  too,  is  an 
additional  tax  imposed  upon  the  rest  of  the  na- 
tion, 
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When  we  reflect  on  the  rank  and  character  of 
subordinate  revenue  officers,  we  can  scarcely 
doubt  that  the  powers  entrusted  to  them  will  oc- 
casionally be  made  subservient  to  their  own  emo- 
lument. Being  able  always  to  torment,  and  some- 
times nearly  to  ruin,  those  subjected  to  their  in- 
spection, their  favour  will  naturally  be  courted 
by  many,  who,  without  any  intention  of  defraud- 
ing the  revenue,  will  be  willing  to  compound  for 
relief  from  troublesome  punctilio.  But  a  con- 
nection of  this  kind,  between  a  revenue  officer 
and  trader,  is  extremely  apt  to  degenerate  into  a 
conspiracy  to  defraud  the  state.  The  officer, 
sensible  that  in  case  of  detection  he  will  be  ca- 
shiered for  what  he  has  already  done,  will  be 
willing  to  earn  a  higher  bribe  by  a  farther  depart- 
ure from  his  duty  ;  and  the  trader  will  frequent- 
ly be  inclined,  by  an  increase  of  the  fees  paid  for 
forbearance,  to  change  that  which  is  an  annual 
charge  into  a  source  of  annual  gain.  Thus, 
through  the  introduction  of  a  dangerous  recipro- 
cation of  presents  on  the  one  hand  and  favours 
on  the  other,  the  very  checks  devised  for  the 
prevention  of  smuggling  will  be  converted  into 
the  most  effectual  means  of  promoting  illicit 
trade. 

This  is  only  one  of  the  thousand  modes  in 
which,  if  high  duties  be  persisted  in,  every  con- 
trivance of  checks  and  control,  though  efficient 
in  accumulating  charges  upon  the  consumer,  will 
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be  impotent  for  the  prevention  of  fraud.  When- 
ever occasional  impunity  will  nearly  balance  the 
risk  of  detection,  innumerable  artifices,  degra- 
ding in  themselves,  and  occasionally  productive 
of  the  worst  of  crimes,  will  be  resorted  to,  for 
the  purposes  of  evasion.  By  the  bulk  of  man- 
kind, smuggling  is  viewed  with  far  different 
feelings,  from  crimes  by  which  the  security  and 
happiness  of  individuals  are  directly  impaired. 
The  one  will  be  practised  as  a  trade  by  men  who 
would  shrink,  even  under  lively  temptation,  from 
the  idea  of  the  other.  Yet  it  is  difficult,  or  per- 
haps impossible,  to  be  much  employed  in  smug- 
gling, without  having  all  the  safeguards  of  virtue 
weakened  or  destroyed.  Habits  of  deceit  are  ge- 
nerated ;  the  mind  becomes  accustomed  to  false- 
hood, or,  if  oaths  are  imposed  by  the  laws,  to 
perjury ;  the  plainest  rules  of  morality  are  disgui- 
sed by  sophistry,  or  habitually  sacrificed  to  selfc 
interest ;  the  most  positive  laws  of  the  country 
are  set  at  open  defiance  ;  situations  arise  in  which 
absolute  ruin  can  be  avoided  only  by  employ- 
ing unlawful  force,  and  in  which  this  force,  if  re- 
sisted by  the  revenue  officers,  may  terminate  in 
murder.  Thus,  the  crimes  of  prevarication,  di- 
rect falsehood,  dishonesty,  violence,  and  some- 
times murder,  are  the  necessary  consequences  of 
an  injudicious  system  of  finance. 

Nor  is  it  the  vulgar  smuggler  only  whose 
inind  is  corrupted  by  fraudulent  evasion,  or  open 
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contempt,  of  the  laws.  All  those  who  are  even 
remotely  connected  with  illicit  trade,  all  mer- 
chants and  manufacturers,  who,  from  their  count- 
ing houses,  encourage  or  direct  others  to  preva- 
ricate, to  smuggle,  and  to  bribe,  must  gradually 
lose  their  sensibility  to  moral  excellence;  and 
if  the  duties  be  high,  the  mode  of  levying  them 
vexatious,  or  the  means  of  evasion  easy,  such 
practices  will  very  generally  prevail.  The  fair 
trader,  who  disdained  every  species  of  fraud, 
would  be  exposed  to  competition  with  men, 
who,  procuring  their  commodities  at  a  lower  rate, 
could  constantly  undersell  him ;  and  although 
some  of  the  latter  description  might  occasionally 
be  ruined  in  character  and  in  fortune,  others, 
trusting  to  better  luck  or  superior  cunning,  would 
instantly  start  up  to  supply  their  places.  It  is 
not  surprising,  that,  placed  in  such  circumstan- 
ces, few  people  should  adhere  strictly  to  virtue. 
It  is  at  all  times  dangerous  to  array  interest  in 
direct  opposition  to  conscience ;  and  when  the 
€rst  deviations  from  rectitude  are  sanctioned  by 
example,  and  occasion  no  very  perceptible  injury 
to  any  one  ;  when,  if  concealed,  they  must  lead 
to  wealth,  and  even,  if  detected,  will  meet  with 
very  general  indulgence ;  when  the  attack  on 
moral  principle  by  such  temptations  is  not  oc- 
casional, but  daily  renewed ;  the  issue  of  the  con- 
flict can  scarcely  be  doubtful.  The  man,  how- 
ever, who  has  once  deviated  from  the  strict  line; 
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of  duty,  has  lost  the  best  safeguard  of  virtue. 
No  longer  possessing  that  delicate  feeling  of  ho* 
nour,  which  is  the  most  powerful  antagonist  to 
self-interest,  he  will  afterwards  be  seduced  by 
slight  temptations  to  greater  offences,  till  at  last 
a  sense  of  justice,  unless  enforced  by  the  dread 
of  punishment,  will  lose  much  of  its  salutary  in- 
fluence over  his  mind.  No  one  will  scruple  to 
transact  business  with  him,  or  say  that  he  is  ac- 
tually dishonest ;  but  he  will  get  the  character 
of  being  sharp  in  his  dealings,  that  is,  of  taking 
every  advantage  which  the  law  allows,  and  of 
practising  every  knavery  which  does  not  subject 
him  to  public  disgrace.* 

Taxes  on  luxuries,  when  they  furnish  a  large 
proportion  of  the  public  revenue,  are  not  less  re- 
pugnant to  the  principles  of  free  government* 
By  putting  an  immense  number  of  lucrative 
offices,  adapted  to  various  ranks,  in  the  uncon- 
trouled  disposal  of  the  executive  magistrate, 
they  create  an  overwhelming  influence,  perva- 
ding every  class  of  society,  and  every  district 
of  the  country.  However  ruinous  the^measures 
of  administration  may  be,  the  most  active  and 

*  It  is  highly  probable  that  the  false  clearances,  false  de- 
clarations, and  false  oaths,  which  were  employed  to  disap- 
point the  unprincipled  restrictions  lately  imposed,  by  all  the 
belligerent  powers,  on  neutral  commerce,  have  greatly  cor- 
rupted the  feelings,  while  they  have  certainly  lowered  the 
character,  of  British  merchants. 
VOL,  III,  p 


2$6  OF  TAXES  ON 

prompt  support  may  be  expected  from  those 
whose  present  subsistence  and  future  prospects 
depend  entirely  on  the  favour  of  the  court.  Not 
only  the  officers  themselves  who  are  placed  in 
this  slavish  dependence,  but  all  those  friends 
over  whose  conduct  they  possess  influence,  and 
every  candidate  for  office,  with  all  his  connec- 
tions, will  be  eager  to  recommend  themselves  to 
favour,  occasionally  by  the  sacrifice  of  their  pri- 
vate opinions,  and  more  generally  by  exaggera- 
ted fervour  and  persecuting  zeal.     Nor  is  this 
influence  to  be  estimated  merely  by  the  num- 
bers, great  as  they  are,  whose  conduct  it  re- 
gulates.    This  numerous  body,  distributed  over 
the  country,  is  ready  to  act,  on  the  slightest  inti- 
mation, with  promptitude  and  effect,  and,  before 
opposition  can  be  heard,  to  pronounce  an  appa- 
rent decision  of  the  people.     The  ignorant  and 
fickle  instantly  throw  their  weight  into  that  scale 
which  seems  to  preponderate,  and  those  who 
prefer  their  own  ease  to  the  interests  of  their 
country,  join  in  reprobating  what,  by  again  agi- 
tating a  question  which,  whether  justly  or  not, 
has  already  been  decided,  is  represented  as  an 
attempt  to  disturb  the  public  peace,  and  to  dis- 
seminate faction  and  discontent  among  the  peo- 
ple.    The  ministerial  party  are  a  regular  army, 
incited  by  the  fear  of  punishment,  and  the  hope 
of  reward  ;  the  opposition,  an  undisciplined  mul- 
titude, collected,  some  by  conviction,  others  by 
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disappointment,  under  casual  leaders,  who  can 
employ  few  excitements  to  stimulate  to  exertion, 
and  no  immediate  terrors  to  rouse  the  indolent, 
or  fix  the  irresolute.     The  merits  of  the  case 
must  indeed  be  obvious*  the  subject  of  dispute 
important,   and  the  patriotism  of  the   people 
alert  and  energetic,  if  the  former  do  not  prevail. 
It  is  difficult,  at  the  same  time,  to  remove  this 
influence,  without  relaxing  the  whole  system  by 
which  frauds  may  be  repressed.    No  description 
of  people  have  an  interest  sufficiently  direct  in 
the  amount  of  the  revenue  to  be  safely  entrust- 
ed with  the  selection  of  the  officers.    Private 
friendship,  open  canvassing,  or  secret  corruption, 
would  frequently  ensure  the  appointment  of  per- 
sons unfit  in  every  respect  to  execute  the  duties  ; 
and  sometimes  fraudulent  traders  would  succeed 
in  placing  a  creature  of  their  own  in  that  office,  by 
which  it  was  intended  that  their  conduct  should 
be  controuled.  Even  if  it  were  practicable  to  vest 
the  appointment  to  the  lower  offices  in  some 
public  body  independent  of  administration,  the 
power  of  promotion,  and  still  more  that  of  dis- 
missal,  must  be  left  with  government,  or  at 
least  with  the  higher  revenue  officers,  who  owe 
their  places  to  ministerial  favour.  It  is  they  only 
who  can  know  which  of  the  inferior  agents  are 
qualified  for  offices  of  higher  trust,  and  which  of 
them,  from  negligence,  indolence,  dissipation,  or 
corruption,  are  unequal  to  their  present  duties. 
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Perhaps  the  only  practicable  improvement  would 
be  to  place  all  the  inferior  officers  entirely  in  the 
appointment  and  control  of  the  higher;  leaving 
these  last  in  complete  dependence  on  govern- 
ment, to  whom  the  produce  of  the  public  reve- 
nue must  always  be  an  object  of  the  first  im- 
portance. The  recommendation  of  ministry,  ad- 
dressed to  those  who  looked  to  them  for  further 
promotion,  would  still  be  conclusive ;  but  as  this 
recommendation,  if  declared  illegal,  would  sel- 
dom be  issued,  the  influence  arising  from  this 
source  might  be  somewhat  circumscribed.  An 
administration  might  occasionally  venture  to 
evade  or  disregard  the  law,  for  the  purpose  of 
obliging  a  person  whose  support  they  felt  to  be 
essential ;  but  that  baneful  influence,  which,  be- 
ing parcelled  out  among  their  adherents,  spreads 
corruption  through  every  rank,  could  scarcely 
exist. 

These  objections  to  heavy  duties  on  luxuries, 
are  in  some  measure  applicable  to  every  mode 
in  which  such  taxes  can  be  levied ;  but  a  short 
examination  of  those  modes  will  show  that  some 
of  them  are  objectionable  chiefly  on  account  of 
the  expense  and  of  the  facility  of  evasion,  others 
from  perverting  capital  from  its  proper  employ- 
ment, or  undermining  the  virtue  and  patriotism 
of  the  people. 
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SECTION  III. 

Of  the  several  Modes  of  levying  Taxes  on  Consumable  Com, 
modifies. 

Consumable  Commodities  may  be  taxed,  when 
they  are  imported  into  the  country;  or  when 
their  form  is  changed  by  the  application  of  la- 
bour ;  or  when  they  pass  into  the  hands  of  the 
consumer. 

I.  Duties  levied  at  the  commercial  ports  are 
known  in  England  by  the  name  of  Customs.  Ori- 
ginally they  were  intended  to  refund  to  govern- 
ment the  expenses  occasioned  by  the  protection 
of  commerce,  and  were  payable  chiefly  on  ex- 
ports to  foreign  nations.*  The  duties  on  ex- 
ports are  now  either  entirely  repealed,  or  insig- 
nificant in  their  amount ;  but  those  on  imports, 
which  in  general  are  of  later  introduction,  form 
a  very  considerable  branch  of  the  revenue  of  the 
state. 

The  chief  objection  to  the  customs  is  to  be 
found  in  the  great  expense  of  collection.  It  is 
not  enough  that  revenue  officers  should  be  ap- 
pointed at  each  principal  port,  in  sufficient  num- 

*  Blacketone's  Commentaries,  Book  I.  Chap.  VIII. 
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bers  to  examine  every  article  of  merchandize 
that  is  imported,  and  with  sufficient  gradations 
of  rank  to  check  collusion  with  the  traders; 
other  officers  must  be  stationed  along  the  coast, 
to  prevent  goods  from  being  landed  on  the  open 
beach,  and  these  officers  must  be  supported  by 
a  military  force  strong  enough  to  overawe  the 
crews  of  smuggling  vessels,  as  well  as  the  peo- 
ple of  the  country  with  whom  they  are  accustom- 
ed to  trade.   Even  this  will  not  be  effectual,  un- 
less armed  cutters  are  also  employed  to  prevent 
smuggling  vessels  from  approaching  the  shore. 
The  expenses  thus  accumulated  bear  so  very 
high  a  proportion  to  the  revenue  which  is  levied, 
that,  perhaps,  in  no  other  way  is  so  much  taken 
from  the  pockets  of  the  people  beyond  what 
reaches  the  treasury  of  the  state.   The  immense 
patronage  thus  thrown  into  the  hands  of  govern- 
ment, and  the  consequent  influence  acquired 
over  electors,  and  sometimes  over  representa- 
tives, are  too  obvious  to  require  being  pointed 
but.      That  revenue  officers  are   deprived   of 
the  elective  franchise,  is  but  a  slight  check  on 
this  influence ;  for  they  cannot  be  prevented 
from  biassirig  public  opinion,  from  canvassing 
for  ministerial  candidates,  and  from  swaying  the 
votes  of  their  friends. 

But  while  high  duties  continue  to  allure  ad- 
venturers in  the  contraband  trade,  all  this  crea- 
tion of  officers  will  be  unavailing  for  the  preven- 
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tion  of  frauds.  Penal  statutes  may  be  multiplied 
till  they  become  a  greater  abuse  than  that  which 
they  are  meant  to  check ;  some  delinquents  may 
be  severely  punished  by  the  confiscation  of  their 
ships  and  cargoes,  or  even,  if  it  should  be  so  or- 
dered, by  imprisonment  or  death  -9  yet  others, 
trusting  in  their  knowledge  of  the  coast,  in  the 
swiftness  of  their  vessels,  and,  above  all,  in  their 
good  fortune,  will  be  willing  to  incur  the  risk, 
in  hopes  of  gaining  the  prize  held  out  to  their 
cupidity.  Allowing  that,  by  a  very  expensive 
establishment,  evasions  may  be  repressed  in  the 
principal  ports,  what  is  called  running  of  goods 
will  always  (except  in  time  of  war)  be  carried 
on  along  the  coast ;  and  of  all  kinds  of  smug- 
gling, this  is  the  most  pernicious.  Being  di- 
rected by  people  who  have  much  at  stake,  and 
exercised  by  men  inured  to  danger,  and  inspirit- 
ed by  emulation  with  each  other,  and  by  hatred 
of  their  common  foes,  a  contraband  trade  of  this 
nature  must  occasion  frequent  appeals  to  force, 
and  produce  a  habit  of  audacious  defiance  of  the 
law,  which  can  scarcely  fail  to  generate  every 
species  of  crime.  There  is  but  one  effectual  pre- 
ventive of  smuggling,  which  is,  such  a  reduc- 
tion of  the  duties  as  will  render  its  risk  more 
than  commensurate  to  its  profits ;  and  while  this 
measure  is  powerfully  recommended  by  consi- 
derations of  its  beneficial  effects  on  the  morals 
of  the  people,  it  is  probable  that,  by  putting  an 
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end  to  evasion  of  the  moderated  duties,  it  might 
not  be  found  detrimental  to  the  public  revenue. 

Under  the  present  system*  the  capital  of  the 
smuggler  is  often  consumed  in  consequence  of 
seizure ;  and  part  of  the  capital  of  the  fair  trader, 
by  advancing  the  tax  to  government,  is,  in  al- 
most every  case,  withdrawn  from  productive  em- 
ployment. For  the  former,  while  a  contraband 
trade  exists,  there  is  no  remedy  \  confiscation 
being  the  only  punishment  of  smuggling  which 
at  once  accords  with  the  feelings  of  mankind, 
and  tends  powerfully  to  the  detection  of  delin- 
quents. But  there  seems  little  difficulty  in  alle- 
viating, in  some  degree,  the  latter  evil. 

Several  commodities,  in  place  of  paying  du- 
ties when  imported,  are  allowed  to  be  stored  in 
public  warehouses  till  they  are  wanted  either  for 
re-exportation  or  home-consumption ;  at  which 
period  only,  the  duties  must  be  discharged. 
This  regulation  has  been  introduced  chiefly  with 
regard  to  goods  on  wrhich  the  customs  are  drawn 
back  on  re-exportation,  and  was  perhaps  intend- 
ed fully  as  much  to  check  frauds  in  charging 
drawbacks,  as  to  favour  the  merchant.  But  there 
seems  to  be  no  good  objection  to  its  being  ex- 
tended to  most  of  the  duties  levied  at  importa- 
tion. Were  this  done,  no  part  of  the  merchant's 
stock  would  be  locked  up  in  advancing  the  tax 
during  the  period,  sometimes  a  long  one,  in  which 
lie  found  it  for  his  interest  to  retain  the  comrao- 
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dity  in  bis  possession.  When  it  passed  from  him 
to  the  retailer,  or  rather  when  the  latter  wished 
to  withdraw  it  from  the  public  warehouse,  part 
of  the  capital  of  the  country  would  still  be  un- 
productively  employed  in  advancing  the  tax  to 
government ;  but  the  time  would  be  short,  until 
the  stock  of  the  retailer,  in  consequence  of  a  sale 
of  the  commodity,  was  replaced  to  him  from  the 
revenue  of  the  consumer. 

The  customs,  it  ought  also  to  be  remarked, 
give  little  opportunity  for  oppressing  particular 
merchants,  and  consequently  no  pretence  for 
any  fees,  except  regulated  fees,  to  the  officers. 
The  duty  being  accurately  known,  and  being  le- 
vied when  the  commodities  are  taken  from  the 
ship  or  the  public  warehouses,  there  is  no  occa- 
sion for  lodging  in  the  hands  of  the  officers  any 
inquisitorial  powers.  If  higher  fees,  therefore, 
are  paid  than  those  fixed  by  the  regulations,  it 
must  be  to  procure  connivance,  not  to  escape 
from  vexatious  scrutiny. 

II.  What  are  called  Excise  Duties  are,  for  the 
most  part,  levied  on  goods  produced  or  manu- 
factured in  the  country.  Compared  to  the  cus- 
toms, the  expense  of  collection  is  considerably 
less.  Fewer  officers,  in  proportion  to  the  reve- 
nue that  is  raised,  are  required,  and  no  part  of 
the  establishment  is  wanted  for  guarding  an  ex- 
tended line  of  coast.  Compared,  however,  to 
direct  taxes,  the  expense  of  the  excise  is  very 
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high,  and  the  patronage  devolving  on  govern- 
ment is  proportioned  to  that  expense.  Much 
more  is  raised  from  the  consumers  than  reaches 
the  Goffers  of  the  state,  and  this  surplus  is  worse 
than  useless,  being  employed  in  establishing  an 
improper  influence  over  public  opinion. 

In  checking  smuggling,  the  system  of  excise 
is  considerably  more  successful  than  that  of  cus- 
toms. It  is  much  easier  to  establish  officers  all 
over  a  country  in  sufficient  numbers  for  the  in- 
spection of  the  manufactures  that  are  taxed,  as 
well  as  to  keep  those  officers  to  their  duty  by  su- 
perintendants  of  a  higher  rank,  than  to  guard  the 
whole  coasts  of  a  kingdom,  so  as  to  prevent  goods 
from  being  landed  during  the  night  in  remote 
and  sheltered  creeks.  It  is  only  in  the  very  act 
of  landing,  that  goods  can  be  seized  by  the  cus- 
tom-house officer  ;  for  the  moment  they  are  fairly 
in  the  country,  they  are  undistinguishable  from 
those  that  have  paid  the  regular  duty.  But  the 
excise^  follows  the  article  from  the  commence- 
ment of  its  manufacture  till  its  delivery  to  the 
consumer.  It  takes  notice  of  every  change  pro- 
duced upon  it  in  the  workshop ;  and,  by  inspect- 
ing the  stock  kept  on  hand  by  the  dealers,  and 
making  them  show  that  every  addition  to  it  has 
been  subjected  to  the  tax,  it  so  multiplies  the 
probabilities  of  detection,  that  even  the  saving  of 
high  duties  will  not  compensate  the  risks  of  illi- 
cit trade.  Unless  in  parts  of  the  country  so  thinly 
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inhabited,  or  so  destitute  of  manufactures,  that 
the  produce  of  the  taxes  cannot  afford  a  sufficient 
number  of  excisemen,  whatever  frauds  are  com- 
mitted must  in  general  be  ascribed  to  the  conni- 
vance, rather  than  the  deficient  information,  of 
those  officers. 

The  means,  however,  by  which  this  superior 
efficiency  is  produced,  must  frequently  occasion 
much  vexation  to  individuals  dealing  in  excise- 
able  articles.  Their  workshops  and  repositories 
must  at  all  hours  be  open  to  excisemen  ;  all  their 
experiments  and  improvements  must  be  exposed 
to  them ;  and  sometimes,  if  the  process  must  be 
carried  on  in  their  presence,  there  may  be  both 
delay  and  serious  loss  before  their  attendance  can 
be  procured.  A  degree  of  suspicion,  too,  may 
be  attached  to  the  character  of  a  dealer,  by  more 
frequent,  more  public,  or  more  rigid,  searches 
than  are  common,  and  a  time  peculiarly  incon- 
venient may  be  chosen  for  interrupting  some  of 
his  processes,  or  ransacking  his  warehouses,  on 
false  or  pretended  information.  To  check  these 
and  other  abuses  by  general  regulations,  would 
be  to  endanger  the  efficiency  of  the  system  ;  and 
even  to  discourage  activity  in  the  officers,  merely 
on  suspicion  of  its  arising  from  improper  motives, 
would  be  to  give  a  sanction  to  indolence  and 
neglect.  The  defence  that  will  be  resorted  to 
against  vexatious  strictness  is  likely  to  be  occa- 
sional gratifications  to  the  officers,  and  these  gra- 
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tuities  will,  in  many  cases,  introduce  a  connec- 
tion between  the  parties  injurious  to  the  morals 
of  both.  Those  fees  which  become  customary, 
together  with  a  full  compensation  for  the  trou- 
ble, vexation,  and  degradation,  of  lying  at  the 
mercy  of  excisemen,  will  be  added  to  the  price 
of  the  commodity,  and  operate  as  an  additional 
tax  on  the  consumer.  Unusual  gratifications  to 
the  officers  will  generally,  on  the  other  hand,  oc- 
casion a  defalcation,  to  a  much  greater  amount, 
in  the  revenue. 

The  oppression  that  may  be  exercised  by  ex- 
cise officers,  apparently  in  discharge  of  their  duty, 
will  furnish  a  ready  engine  by  which  the  ven- 
geance of  government  may  be  directed  against 
their  opponents.  The  most  intolerable  vexations 
may  be  accumulated  under  cover  of  law,  the  most 
unsullied  character  maybe  blasted  by  suspicions 
artfully  propagated,  and  those  may  be  ruined, 
who  can  neither  be  convinced  nor  overawed. 
Even  if  the  administration  should  disdain  such 
disgraceful  vengeance,  the  low-bred  officers  em- 
ployed in  the  subordinate  departments  may  adopt 
severity  against  the  obnoxious,  as  the  most  pro- 
bable means,  in  their  estimation,  of  recommend- 
ing themselves  to  promotion,  or  they  may  cloak 
their  own  rancorous  and  outrageous  zeal  under  a 
pretended  anxiety  to  discharge  their  duty.  Hence 
the  manufacturers  and  dealers  subjected  to  the 
excise  may  be  expected  to  contract  a  slavish 
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caution  in  expressing  opinions  hostile  to  ministry, 
and  a  habitual  repugnance  to  enter  into  politi- 
cal enquiries  of  which  prudence  must  often  con- 
ceal the  results.  When  any  considerable  portion 
of  a  nation  is  so  far  humbled,  the  forms  of  free- 
dom may  be  retained  to  insult  the  people  with 
the  image  of  former  liberty ;  but  public  spirit, 
the  noblest  gift  of  independence,  the  true  spring 
of  virtuous  energy  in  the  mind,  the  only  peren- 
nial source  of  moral  and  intellectual  excellence, 
will  soon  be  extinct. 

It  was  not  without  reason,  therefore,  that  ouf 
ancestors  showed  a  jealous  repugnance  to  the 
extension  of  the  excise.  Unhappily  the  demands 
of  the  public  treasury  have  now  very  much  aba- 
ted this  salutary  dread  of  encroachment  on  the 
liberties  and  independence  of  the  people.  Not 
only  are  numerous  and  most  important  manu- 
factures, those  of  salt,*  soap,  beer,  spirits,  vine- 
gar, printed  cottons,  glass,  and  many  other  arti- 
cles, subjected  to  the  excise  ;  but  the  same  sys- 
tem has  lately  been  extended,  with  all  its  dan- 
gerous powers,  to  several  articles  of  importation. 
The  cellars  of  importers  and  venders  of  tobacco 
and  wine  are  now  open  to  the  unrestrained  vi- 
sits of  the  exciseman,  equally  with  the  workshops 
of  the  manufacturer  ;  and  so  beneficial  has  this 

*  Although  the  salt  duties  are  under  a  different  set  of  offi- 
cers, they  are  in  every  other  respect  the  same  with  those  of 
excise. 
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alteration  been  found  in  the  mere  view  of  finance, 
that  there  is  reason  to  apprehend  its  speedy  ex- 
tension to  other  articles  of  merchandise. 

Among  such  evils  inseparable  from  the  system 
of  excise,  it  might  seem  trifling  to  notice  the  loss 
of  capital  by  the  fines  of  delinquents,  or  its  mis- 
application in  advancing  the  duties  to  govern- 
ment, for  a  long  period  in  some  instances,  be- 
fore they  can  be  devolved  on  the  consumer. 

III.  By  means  of  stamps  affixed  to  the  arti- 
cles sold,  taxes  may  be  levied  on  particular  com- 
modities at  the  instant  of  their  passing  into  the 
hands  of  the  consumer. 

This  mode  of  levying  the  duty,  when  practica- 
ble, has  several  advantages  over  both  the  cus- 
toms and  excise.  It  occupies  no  part  of  the  na- 
tional capital :  the  dealer,  purchasing  the  stamps 
as  he  has  occasion  for  them,  or  receiving  a  cer- 
tain number  on  credit,  which  he  accounts  for 
at  stated  periods,  has  neither  occasion  to  with- 
draw any  part  of  his  stock  from  production,  nor 
any  means  of  charging  against  his  customers 
an  advance  upon  the  tax.  The  enormous  ex- 
pense of  excise  and  custom-house  officers  is  also 
saved  to  the  nation,  one  person  being  able  to 
issue  stamps  and  settle  accounts  with  the  dealers 
in  a  considerable  district.  This  saving  of  ex- 
pense is  attended  with  a  proportional  saving  of 
corrupt  influence ;  and  there  is  no  occasion  to 
allow  revenue  officers,  at  their  own  discretion,  to 
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search  workshops  or  warehouses,  or  to  invest 
them  with  powers  that  may  become  engines  of 
oppression  and  intimidation. 

It  is  extremely  difficult,  however,  if  not  im- 
possible, to  render  such  taxes  productive.  The 
commodity  not  being  improved  in  beauty  or 
usefulness  by  the  stamp  which  is  affixed  to  it, 
every  purchaser  will  be  desirous  to  procure  the 
article  without  that  costly  appendage ;  and  most 
venders,  having  no  direct  interest  in  the  produce 
of  the  tax,  will  be  sufficiently  disposed  to  oblige 
their  customers  at  the  expense  of  the  revenue. 
No  reward  will  induce  the  people  to  give  infor- 
mation of  evasions  practised  at  their  own  desire, 
and  for  their  own  advantage ;  and  if,  occasional- 
ly, informers  by  profession  may  purchase,  wTith 
the  view  of  entrapping  the  dealers,  this  will  mere- 
ly induce  a  temporary  caution  when  selling  to 
strangers,  till  the  business  of  informer,  from  be- 
ing unprofitable,  shall  be  generally  abandoned. 
If  the  stamp  be  separate  from  the  article,  and 
only  affixed  to  it,  there  is  evidently  no  check, 
except  in  the  mutual  distrust  of  the  seller  and 
buyer.  Should  no  third  party  be  present,  the  ar- 
ticle may  be  delivered  without  any  stamp ;  and 
when  there  are  strangers  in  the  shop,  the  stamp 
may  be  sold,  to  be  re-purchased  at  a  more  con- 
venient time. 

Were  revenue  officers,  indeed,  permitted  at  all 
times  to  search  the  shops,  and,  by  keeping  a  re- 
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gular  account  of  the  quantity  of  goods,  to  ascer- 
tain that  every  reduction  of  that  quantity  was 
accompanied  by  a  similar  reduction  of  the  num- 
ber of  stamps  in  the  possession  of  the  dealer,  eva- 
sions might,  in  a  great  degree,  be  checked  ;  but 
the  chief  advantage  of  such  taxes,  in  preventing 
vexation,  would  be  sacrificed,  and  the  affixing  of 
the  stamp  would  give  little  or  no  security  to  the 
revenue,  beyond  that  arising  from  a  system  of  in- 
spection precisely  similar  to  that  of  the  excise. 

A  much  better  mode,  where  it  is  practicable, 
is  to  stamp,  in  an  indelible  manner,  some  part  of 
the  commodity  itself.  This  was  done,  till  lately, 
in  the  case  of  hats,  the  linings  of  which  were 
stamped,  in  place  of  having  a  slip  of  stamped  pa- 
per affixed  to  them,  which,  it  might  always  be  al- 
leged, after  the  purchase,  had  been  lost.  The 
duty  could  no  longer  be  evaded,  without  some 
risk  of  detection,  not  only  by  those  present  at 
the  sale,  but  by  any  one  who  might  afterwards 
inspect  the  lining ;  and  this  risk,  if  the  tax  be 
moderate  and  the  penalty  high,  it  might  be 
thought  would  have  operated  as  a  sufficient  pre- 
ventive of  fraud. 

In  order  that  an  article  should  be  capable  of 
being  stamped  in  this  manner,  three  different  re- 
quisites must  concur.  1st,  It  must  be  solid,  in 
orr'er  to  receive  the  stamp.  2dly,  It  must  not  be 
divisible,  otherwise  a  separate  stamp  will  be  re- 
quired for  each  distinct  portion  of  it :  and,  Sdly, 
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The  article,  or  at  least  that  part  of  it  on  which 
the  stamp  is  affixed,  must  be  easily  removeable 
to  a  public  office;  for,  if  the  carriage  be  expen- 
sive or  hazardous,  either  a  heavy  charge  will  be 
added  to  the  tax  to  cover  that  expense  and  risk, 
or  the  public  officer  must  attend  in  each  work- 
shop for  the  purpose  of  affixing  the  stamp,  in 
which  ease  there  can  be  no  check  on  collusion 
between  him  and  the  dealers. 

Few  articles  can  be  found  in  which  these  re- 
quisites meet  so  completely  as  in  hats.  AH  li- 
quors are  excluded  by  the  first ;  every  kind  of 
cloth,  leather,  and  paper,  by  the  second ;  and 
glass,  stoneware,  furniture,  and  many  articles 'of 
dress,  by  the  third.  Yet,  notwithstanding  this 
peculiar  aptitude,  the  duty  on  hats  was  lately 
repealed  as  unproductive.  It  was  found  by  ex- 
perience that  neither  did  the  risk  of  incurring  a 
high  penalty  deter  from  evasion,  nor  the  pro- 
spect of  reward  induce  any  person  to  inform 
against  his  acquaintances.  The  taxes  on  gloves 
and  on  perfumery  had  been  repealed  some  time 
before,  on  account  of  their  inefficiency,  although, 
with  the  view  of  enforcing  the  latter,  revenue  of- 
ficers had  been  authorised  to  enter  the  shops  and 
warehouses  of  dealers,  and  to  affix  stamps  to  all 
the  perfumery  exposed  to  sale. 

It  is  not  unlikely  that  quack  medicines  also 
would  be  freed  from  the  duty,  if  it  were  not 
considered  as  some  check  on  a  trade  extremely 
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liable  to  abuse.  Quack  medicines,  however,  may 
possibly  pay  the  tax  more  fairly  than  any  of  those 
articles,  the  taxes  on  which  have  been  repealed. 
They  are  usually  sold  to  strangers,  not  to  regu- 
lar customers,  and  in  such  small  quantities,  that 
the  duty  on  each  particular  package  is  too  tri- 
fling to  cover  the  risk  of  detection.  The  vend- 
ers, too,  are  seldom  the  compounders  of  the  me- 
dicine, but  agents,  whose  commission  on  the 
sales  can  scarcely  induce  them  to  run  any  risk 
of  a  heavy  penalty,  in  order  to  save  the  tax  to 
the  purchasers,  and  thereby  encourage  the  con- 
sumption of  the  drugs. 

The  chief,  if  not  the  only,  other  articles,  still 
subjected  to  this  kind  of  duty  in  England,  are, 
newspapers,  almanacks,  cards,  and  dice. 


CHAPTER  III. 

Of  Taxes  on  Commercial  Transactions* 

X  he  great  commercial  transactions,  into  which 
all  subordinate  ones  resolve  themselves,  or  for 
which  they  are  merely  preparations,  are  purchase 
and  sale.  With  regard  to  the  individual,  these 
are  very  different  transactions,  and,  in  as  far  as 
external  commerce  is  concerned,  they  are  also 
very  different  in  respect  of  the  nation  ;  but  in 
all  bargains  between  citizens,  there  being  always 
a  purchase  when  there  is  a  sale,  they  appear,  in 
relation  to  the  public,  to  be  inseparably  blend- 
ed. If  it  be  thought  proper  to  tax  the  transfer- 
ence of  commodities,  the  duty  may  be  levied 
from  the  vender,  or  from  the  buyer,  or  partly 
from  both ;  but  as  the  ultimate  effect  will  be 
the  same,  it  will  usually  be  found  most  expedi- 
ent to  levy  it  entirely  from  the  vender.  Every 
person,  if  he  pleases,  may  keep  a  very  accurate 
account  of  all  that  he  sells,  but  no  one  could  pos- 
sibly render  such  an  account  of  what  he  buys  in 
very  trifling  quantities  for  his  own  consumption. 
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With  regard  to  transactions  with  foreigners,  too, 
a  tax  on  sales  comprehends  all  the  one  side  of 
the  account,  while  the  duties  of  customs  are  a 
much  more  certain  way,  than  any  declaration  of 
the  amount  of  purchases,  of  reaching  the  other. 

In  every  country,  accordingly,  in  which  this 
paramount  commercial  transaction  has  been  ren- 
dered a  source  of  revenue,  it  is  the  sale  which 
has  been  taxed,  and  the  vender  who  has  been 
rendered  accountable  to  government  for  the 
duty. 

Were  a  tax  so  levied,  as  to  affect  every  de- 
scription of  capital  equally,  it  has  already  been 
shown*  that  it  would  rest  where  it  was  originally 
laid,  and  cause  a  direct  reduction  of  every  spe- 
cies of  profit.     On  this  supposition,  there  would 
be  no  possible  way  of  avoiding  the  tax  by  any 
change  irr  the  employment  of  stock.     The  pro- 
fits of  the  farmer,  manufacturer,  merchant,  and 
retailer,  would  all  be  equally  affected.  The  whole 
capital  of  the  country  remaining  undiminished, 
.  and  the  uses  for  it  unincreased,  the  gross  profit 
could  not  advance,  and  therefore  the  tax  would 
be  a  charge  on  the  nett  profit,  reducing  the  sum 
which  each  dealer,  without  impoverishing  him- 
self, could  annually  afford  for  the  expenses  of 
his  family. 

No  tax  on  sales,  however,  can  be  levied  so  as 

*  Book  lit  Part  II.  Chap.  I. 
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to  bear  equally  on  all  descriptions  of  profit.  The 
several  branches  of  the  business  of  society  differ 
from  each  other  in  no  respect  more  widely,  than 
in  the  frequency  of  sales.  A  speculator  some- 
times holds  a  commodity  for  a  few  days,  at  other 
times  for  years ;  the  capital  of  a  foreign  mer- 
chant may  occasionally  be  employed  for  a  great 
length  of  time,  without  his  ever  making  a  sale  in 
his  own  country,  by  which  he  would  be  subject- 
ed to  the  tax ;  and  the  proprietors  of  fixed  ca- 
pital, although  they  sell  the  produce  of  their  ma- 
chinery, never  transfer  that  machinery  itself.  On 
the  other  hand,  in  many  branches  of  trade,  the 
whole  stock  goes  from  its  proprietor,  and  in  a 
very  short  period  again  returns  to  him.  The  far- 
mer sells  the  whole  produce  of  his  land,  which  is 
equal  to  the  rent,  his  outlay,  and  his  profit,  once 
a  year ;  and  some  small  retailers,  and  many  ma- 
nufacturers, effect  sales  to  the  amount  of  their 
capital  in  the  course  of  a  very  few  months.  All 
these  branches  of  trade  at  present  produce  near- 
ly the  same  annual  profits,  allowance  being  made 
for  their  several  degrees  of  risk,  trouble,  incon- 
venience, or  other  disadvantages;  and  this  equali- 
ty among  them  cannot  be  altered  without  occa- 
sioning a  transference  of  stock  from  the  one  to 
the  other,  until  the  balance  be  again  restored. 
A  tax,  therefore,  on  sales  would  be  attended 
with  an  advance  of  gross  profits  in  every  branch 
of  trade,  in  which  sales  were  frequent,  and  this 
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advance  of  profit  could  be  got  only  by  an  ad- 
vance of  price,  throwing  the  tax  entirely  on  the 
purchaser.  Should  that  purchaser  be  a  dealer, 
he  must  add  this  additional  price,  with  a.  profit 
on  it,  to  the  value  of  the  article  ;  and,  thus,  all 
the  taxes  paid  on  the  various  tranferences  of  the 
commodity,  together  with  profits  on  the  advance 
of  these  taxes,  will  ultimately  be  charged  against 
the  consumer,  who,  being  the  last  possessor,  has 
no  means  of  devolving  them  on  any  other  mem- 
ber of  the  community.  * 

It  appears,  then,  that  a  tax  on  sales,  equally 
with  a  tax  on  consumable  commodities,  is  paid  by 
each  person  in  proportion  to  the  goods  which  he 
purchases  for  his  own  use,  or,  in  other  words,  ac- 
cording to  his  expenditure ;  but  the  former  of 
these  duties  affects  the  several  classes  of  society 
in  a  very  unequal  degree. 

Of  the  luxuries  enjoyed  by  the  rich,  many  are 
the  produce  of  foreign  soils,  and  of  foreign  la- 
bour ;  while  of  the  commodities  used  by  the 
poor,  almost  all  are  raised  and  manufactured  at 
home.  To  a  tax  on  sales,  the  former  are  liable 
only  when  passing  from  the  importer  to  the  re- 
tailer, and  from  him  to  the  consumer  \  but  the 
latter  are  subjected  to  a  new  duty  at  every  step 

*  The  exceptions  to  this  rule  in  the  cases  of  fixed  proper- 
ty, and  of  sales  by  auction,  were  stated  and  considered  in 
Fart  I.  Chap.  IV.  Sec.  II. 
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of  their  progress  from  their  rudest  to  their  most 
finished  state.  The  one  may  be  taxed  at  two  or 
three  transferences,  the  other  perhaps  at  twenty. 

Even  after  the  commodity  is  in  its  finished 
state,  there  must  be  several  transferences  of  that 
portion  of  it  destined  for  the  poor,  from  which 
commodities,  of  the  very  same  kind,  when  used 
by  the  rich,  are  exempted.  The  poor  must  pur- 
chase the  articles  which  they  want  in  small  quan- 
tities, from  small  retailers,  who  again  are  supplied, 
sometimes  through  several  intermediate  dealers, 
by  those  more  extensive  merchants  from  whom 
the  rich  procure  directly  the  commodities  which 
they  require.  The  number  of  transferences  be- 
ing thus  increased,  the  taxes  on  the  various  sales 
will  be  accumulated,  and  that  advanced  price, 
which  is  always  charged  against  the  lower  orders 
of  the  people  on  account  of  the  smallness  of  their 
purchases,  will  be  greatly  enhanced  by  an  unjust 
system  of  finance. 

Thus  a  general  tax  on  commercial  transactions, 
not  only  affects  all  necessaries  and  luxuries  in 
the  same  proportion,  but,  reversing  that  rule  of 
contribution  which  is  dictated  by  justice,  it  im- 
poses the  public  burdens  on  the  various  classes 
of  society  in  the  inverse  ratio  of  their  wealth. 

This  injustice>  which  seems  inseparable  from 
taxes  on  sales,  is  but  one  of  the  modes  in  which 
they  necessarily  oppress  the  people.  When  such 
taxes  are  levied,  manufactures  must  decline,  and 
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the  wages  of  labour  become  inadequate  to  the 
support  of  the  workmen.  Before  a  commodity  is 
brought  from  the  rude  material  to  that  state  in 
which  it  is  used  by  the  luxurious,  it  undergoes  a 
number  of  changes  which  require  different  kinds 
of  machinery,  different  applications  of  labour,  and 
different  attainments  in  those  by  whom  the  se- 
veral processes  are  directed.  If,  at  every  such 
change,  a  new  duty  be  levied,  which  is  added 
to  the  price  of  the  commodity,  that  price  will 
at  last  become  so  high  as  to  amount  to  a  virtual 
prohibition  of  the  manufacture.  Should  the  ha- 
bits  of  the  people  require  a  supply  of  the  com- 
modity, it  will  be  imported  from  abroad,  paying 
only  one,  in  place  of  many,  taxes  on  its  transfer- 
ence. Should  this  be  discouraged  by  high  pro- 
tecting duties,  or  altogether  prohibited  by  law, 
an  irresistible  temptation  will  be  held  out  to 
smuggling,  by  which  the  revenue,  and  the  morals 
of  the  people,  will  be  injured,  without  the  general 
decay  being  even  retarded.  This  decline  will 
not  be  confined  to  one  branch  of  industry,  from 
which  the  capital  and  labour  might,  though  with 
inconvenience,  be  transferred  to  some  other ;  but 
will  pervade  every  manufacture  of  the  country, 
and  occasion  iiniversal  distress. 

The  effect  on  goods  intended  for  exportation 
will  be  still  more  ruinous  than  on  those  requi- 
red for  home  consumption.  Every  tax  laid  on 
such  commodities  is  plainly  a  bounty  to  the  ma- 
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nufacturers  of  foreign  countries,  enabling  them 
to  undersell  at  markets,  where  nothing  but  cheap- 
ness can  command  a  sale.  The  articles  exported, 
if  loaded  with  taxes  on  every  successive  trans- 
ference while  preparing  for  market,  would  neces- 
sarily rise  to  a  price  which  could  not  be  procured 
abroad ;  or,  if  it  were  attempted  to  remedy  this 
evil  by  a  bounty  on  exportation  equivalent  to  the 
whole  of  those  accumulated  taxes  on  sales,  a 
thousand  frauds  would  be  practised,  by  which 
the  revenue  must  be  materially  injured.  These 
bounties,  to  be  effectual,  must  be  so  very  high 
as  to  hold  out  a  strong  temptation  to  export 
goods,  to  be  again  smuggled  into  the  country, 
and  repeatedly  exported. 

Manufactures,  too,  which,  from  particular 
advantages,  were  not  altogether  abandoned  in 
consequence  of  a  tax  on  sales,  would  be  carried 
on  without  those  subdivisions,  which,  are  often 
conducive  both  to  the  cheapness  and  perfection 
of  the  work.  It  would  become  an  object  of  such 
paramount  importance  to  avoid  transferences, 
that  the  whole  manufacture,  joined  in  some  in- 
stances even  to  the  production  of  the  raw  mate- 
rial, would  come  to  be  carried  on  by  great  com- 
panies divided  into  subordinate  brai-jhes.  Those 
who  conduct  each  process  would  have  less  interest 
in  the  economy,  dispatch,  and  ingenuity,  with 
which  it  is  performed,  when  the  profit  arising 
from  their  knowledge  and  attention  must  be  di- 
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vided  with  all  who  are  employed  in  the  other 
branches  of  the  manufacture.  A  general  sloven- 
liness may  be  expected  to  ensue,  each  endeavour- 
ing to  escape  blame,  but  little  solicitous  of  unu- 
sual perfection.  At  the  same  time,  there  cannot 
be  that  emulation  and  competition  between  a 
few  great  companies,  that  spring  up  among  a 
number  of  small  manufacturers,  each  anxious,  by 
rapidity  of  sales,  to  extend  his  dealings.  It  is 
much  more  likely  that  extensive  companies,  of 
which  the  numbers  in  any  one  branch  can  never 
be  considerable,  should  combine  together  to  en- 
hance  their  profits  at  the  expense  of  the  consu- 
mers. It  must  be  a  manufacture  most  particu- 
larly adapted  to  the  country  which  can  continue 
to  exist  under  reiterated  taxes,  if  the  several 
branches  are  carried  on  by  separate  companies ; 
or  under  neglect,  degradation  of  quality,  and  en- 
hancement of  price,  if  all  the  processes  are  com- 
bined under  one  immense  establishment.  Ac- 
cordingly, to  the  Alcavalla  of  Spain,  which  is  a 
general  tax  on  every  species  of  sale,  much  of  the 
decline  of  that  country  has  been  universally  as- 
cribed.* 


*  The  Alcavalia  and  Cientos  amounted  to  14  per  cent,  on 
each  sale ;  but  by  means  of  privileges  granted  to  particular 
towns  and  provinces,  they  might  be  considered  as  in  general 
equal  only  to  6  or  7  per  cent.  See  Tab.  de  L'Espagne  Mo- 
dern e  par  Bourgoing,  Tome  II.  P.  17.  See  also  Townsend's 
Journey  through  Spain,  vol.  II.  p.  226. 
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The  only  circumstance  that  can  alleviate  the- 
evils  of  such  a  tax  is  the  impossibility  of  its  be- 
ing rigidly  levied.    If  it  be  left  to  each  dealer  to 
render  an  account  of  his  annual  sales,  the  duty 
accounted  for  to  government  will  be  such  as  to 
elude  suspicion  of  greater  concealment  than  is 
customary  in  the  trade,  but  very  disproportion- 
ate to  the  actual  transactions.     To  inspect  all 
the  dealings  of  every  farmer,  manufacturer,  mer- 
chant, and  retailer,  would  require  a  number  of 
revenue  officers,  more  than  sufficient  to  consume 
the  whole  revenue  produced;   to  examine  the 
books  of  dealers  from  time  to  time  would  mere- 
ly occasion  two  sets  to  be  kept,  one  for  the  offi- 
cers, and  another  to  narrate  the  real  transactions; 
and  to  force  each  person  to  swear  to  his  accounts, 
would  only  add  perjury  to  fraud.  Indeed,  if  any 
mode    could   be   devised  for   ascertaining   the 
amount   of  sales,    the  same  mode  would   also 
ascertain  the  amount  of  profits  ;    and  in   that 
case,  there  could  be  no  objection  to  the  levy- 
ing of  the  whole  of  the  public  revenue  by  one 
general  assessment.     Such  an  inspection  of  pri- 
vate affairs,  if  practicable,  must  occasion  infinite 
expense,  vexation,  and  oppression ;  if  ineffectual, 
it  must  still  leave  the  tax  a  charge  upon  the  ho- 
nesty, rather  than  the  transactions,  of  the  seve- 
ral dealers.    In  this  last  case,  we  may  be  tolera- 
bly certain   that  the   duty,   though  nominally 
heavy,  will,  as  actually  paid,  be  very  moderate. 
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A  few  may  be  ruined  by  adherence  to  truth, 
but  the  probity  of  the  rest  will  give  way ;  and 
whatever  manufacture  or  commerce  is  preserved, 
may  fairly  be  ascribed  to  the  immorality  of  the 
people- 
But  though  it  is  thus  extremely  difficult,  if  not 
impossible,  to  levy  a  tax  proportioned  to  the 
amount  of  each  sale,  there  are  particular  writings 
requisite  to  constitute,  or  to  discharge,  obliga- 
tions, which  may  be  rendered  invalid  unless  duly 
stamped.  In  this  case,  it  may  be  thought  that  the 
interest  of  the  parties  will  sufficiently  ensure  the 
affixing  of  the  stamp  to  the  deed,  and  government 
may  levy  a  duty  on  the  stamps  so  affixed. 

The  writings  which  seem  essential  to  commer- 
cial transactions  are  chiefly  three;  minutes  of 
agreement;  bills  by  which  debts  are  acknowled- 
ged to  be  justly  owing,  and  rendered  payable  on 
a  determinate  day ;  and  receipts  by  which  it  is 
ascertained  that  debts  have  been  discharged.  In 
many  mercantile  transactions,  the  delivery  of  the 
goods  follows  so  immediately  on  the  agreement, 
that  regular  minutes  are  unnecessary  ;  and  there- 
fore a  tax  on  such  minutes  of  agreement  would 
be  a  very  partial  and  inefficient  duty  on  sales. 
But  whenever  a  commodity  is  sold  on  credit  (and 
the  amount  of  sales  for  ready  money  is  not  very 
great  in  a  commercial  country)  a  debt  is  consti- 
tuted for  which  there  is  frequently  a  precise 
term  of  payment  fixed  by  a  bill  5  or,  if  this  be 
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wanting,  some  kind  of  discharge  must  be  granted 
at  the  time  that  the  debt  is  extinguished.  To 
make  it  necessary  to  write  all  bills  and  receipts 
on  stamped  paper,  is  therefore  a  mode  of  taxing 
all  sales,  except  those  in  which  the  money  and 
goods  are  directly  exchanged ;  and  to  vary  the 
stamp  according  to  the  sum  contained  in  the  bill 
or  receipt  is  a  mode  of  levying  a  tax,  in  some 
measure,  proportioned  to  the  amount  of  the 
transaction. 

Of  the  two,  the  tax  on  bills  will  be  much  more 
regularly  paid  than  that  on  receipts.  For  the 
convenience  of  commerce,  a  very  summary  pro- 
cess, both  in  England  and  other  mercantile  coun- 
tries, has  been  adopted  for  enforcing  payment  of 
debts  acknowledged  to  be  due  by  bills  ;  and  few 
creditors  will  be  willing  to  relinquish  the  advan- 
tage derived  from  this  circumstance,  in  order  to 
evade  a  moderate  tax.  Besides,  it  has  become  cus- 
tomary for  merchants  either  to  pledge  those  bills 
in  security  for  their  own  purchases,  or  to  deli- 
ver them  to  their  bankers,  who,  knowing  the  ex- 
act day  on  which  they  will  be  reimbursed,  are 
willing,  for  a  small  premium,  to  advance  the 
amount.  In  these  ways,  the  same  bill,  before  it 
becomes  due,  frequently  passes  through  a  num- 
ber of  hands,  and  discharges  debts  owing  by  peo- 
ple quite  unknown  to  each  other,  and  residing 
even  in  remote  countries.  All  this  the  bill  is  en- 
abled to  do,  by  the  day  of  payment  being  pre- 
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cisely  fixed,  and  by  the  simplicity  and  expedi- 
tion of  the  legal  process  for  enforcing  it.  The 
law  has  only  to  confine  these  advantages  to  bills 
regularly  stamped,  in  comparison  with  which 
those  deficient  in  this  formality  will  lose  so  much 
of  their  value,  that  scarcely  any  other  penalty 
can  be  necessary  to  ensure  the  payment  of  the 
tax,     , 

It  is  otherwise  with  receipts,  which  are  acknow- 
ledgments of  a  transaction  with  which  no  other 
person,  but  the  debtor  and  creditor,  has  any 
concern.  If  the  one  party  has  confidence  in  the 
honesty  of  the  other,  he  requires  a  discharge 
merely  as  a  guard  against  irregularity,  forgetful- 
ness,  or  death.  Whatever  serves  to  recall  the 
transaction  to  memory,  and  to  put  its  actual  oc- 
currence beyond  a  doubt,  whether  it  may  be  re- 
ceived or  rejected  in  a  court  of  law,  is  quite  suf- 
ficient for  the  exoneration  of  the  debtor.  Any 
person,  who,  after  being  shown  an  unstamped  dis- 
charge in  his  own  hand-writing,  or  in  that  of  his 
predecessor,  should  still  insist  upon  payment,  be- 
cause the  form  of  receipt  was  legally  invalid, 
would  be  accounted  infamous ;  and  while  this  is 
the  case,  few  people  will  be  very  solicitous  to 
avert  a  danger  so  fully  guarded  against  by  a  pu- 
nishment far  exceeding  any  advantage  that  could 
accrue  to  their  creditor  from  dishonesty.  It  will 
not,  therefore,  be  enough  to  render  unstamped 
receipts  invalid,  unless  a  penalty  also  be  attach- 
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ed  to  every  evasion  of  the  tax :  nor  will  even 
these  penalties  be  generally  efficient,  as  many  of 
the  transactions  will  be  between  people  in  some 
degree  known  to  each  other,  and  who  are  very 
unlikely  to  become  informers  from  the  expecta- 
tion of  reward. 

Accordingly,  in  Britain,  where  bills  and  ret- 
ceipts,  unless  stamped,  are  invalid,  there  is  per- 
haps no  instance  of  the  tax  on  the  former  being 
evaded,  while  no  modification  or  penalty  has 
been  devised  sufficient  to  enforce,  in  ordinary 
cases,  the  tax  upon  the  latter.  The  alteration 
by  which  the  expense  of  the  stamp  was  thrown 
on  the  person  granting  the  receipt,  in  place  of 
him  demanding  it,  was  an  obvious  improvement ; 
for  some  people  will  insist  on  every  legal  securi- 
ty which  they  are  entitled  to  demand  at  the 
charge  of  others :  but  so  little  apprehension  is 
entertained  of  any  one  availing  himself  of  the 
law  to  enforce  a  second  payment  of  a  debt,  that, 
even  since  this  alteration,  the  tax  continues  to 
be  very  generally  evaded. 

It  probably  was  unknown  to  the  minister  by 
whom  the  bill  and  receipt  taxes  were  proposed, 
that,  in  principle  and  tendency,  they  are  precise- 
ly the  same  with  the  much-reprobated  Alcavalla 
of  Spain.  Like  it,  they  are  taxes  repeated  on 
each  transference  of  a  commodity  ;  like  it,  they 
fall  as  heavily  on  necessaries  as  on  luxuries ;  and 
like  it,  they  are  more  severe  on  the  poor  than  on 
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the  rich,  because  the  goods  purchased  in  small 
quantities   by  the   latter,   have   usually  passed 
through  a  greater  number  of  hands  before  reach- 
ing the  consumer.     The  exemption  of  bills  and 
receipts  under  the  amount  of  two  pounds  ster- 
ling, in  some  measure  diminishes  the   last  of 
these  inequalities,  by  allowing  the  transference 
of  commodities  from  the  small  retailers  to  the 
poor  to  be  free  of  duty  -y  but  in  other  respects 
the  scale  of  stamps  is  so  constructed,  as  to  ren- 
der the  tax  proportionally  heavier  on  small,  than 
on  large,  transactions.     That  the  injustice  and 
destructive  consequences  of  such  taxes  have  not 
been  felt  in  Britain,  while   the   Alcavalla  has 
been  generally  considered  as  one  of  the  princi- 
pal causes  of  the  decay  of  Spain,  is  easily  ac- 
counted for  from  the  difference  in  their  respec- 
tive amounts.      The  Alcavalla,  as  imposed,  was 
nominally  fourteen  per  cent.,  and  at  a  later  pe- 
riod six  per  cent,  on  each  sale,  though  it  cannot 
be  doubted  that,  from  the  difficulty  of  enforcing 
it,  the  sum  actually  paid,  would,  in  most  cases, 
be  much  more  moderate.     The  English  stamps 
on  bills  vary  according  to  the  sum,  from  one  per 
cent,  to  one  fortieth  of  a  per  cent.,  and  on  large 
sums  the  tax  is  still  more  trifling.     The  stamps 
on   receipts  are  from  about  one  third  to  one 
thirty-third  of  a  per  cent,  up  to  5001.,  and  still 
less  for  greater  sums.     So  moderate  a  tax  can 
have  no  very  perceptible  influence,  either  on  in- 
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dividual  comfort,  or  national  prosperity;  but 
were  it  to  be  much  increased,  and  such  an  in- 
crease, at  least  upon  bills,  may  be  apprehended 
from  the  ease  of  collection,  it  would  both  dimi- 
nish the  few  comforts  enjoyed  by  the  poor,  and 
materially  injure  every  manufacture  carried  on 
in  the  country. 

In  so  far  as  bills  are  obligations  for  permanent 
loans,  the  effect  of  taxes  imposed  on  them  have 
already  been  considered.* 

*  Part  I.  Chap.  III. 


VOL.  III. 


CHAPTER  IV. 

Of  Taxes  on  the  Profits  of  particular  Trades  and 
Professions. 

In  place  of  taxing  the  articles  imported,  manu- 
factured, or  sold,  it  has  in  several  instances  been 
thought  easier  to  tax  the  dealer  or  person  exer- 
cising the  profession,  leaving  it  to  him  to  reim- 
burse himself  by  raising  the  price  of  his  commo- 
dity. This  reimbursement  he  will  always  be  able 
to  procure,  as  every  charge  affecting  him  in  a 
greater  degree  than  those  in  other  lines  of  busi- 
ness, must  diminish  the  competition  in  his  branch 
of  trade,  till  the  profit  rise  as  much  as  to  restore 
the  balance.  Such  taxes,  then,  are,  in  reality, 
duties  on  the  commodities,  although,  from  the 
mode  in  which  they  are  levied,  they  may  be  free 
from  some  inconveniences  attending  the  customs 
and  excise,  or  exposed  to  others  peculiar  to 
themselves. 

Of  this  class  of  taxes,  some  are  levied  equally 
on  every  person  exercising  the  trade  or  profes- 
sion \  others  are  proportioned,  with  more  or  less 
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accuracy,  to  the  extent  of  the  business  annually 
transacted. 


SECTION  L 


Of  general  Licences  to  exercise  certain  Trades  and  Pro* 
fessions. 

When  a  commodity  is  subjected  to  an  excise 
duty,  it  is  usually  found  convenient  to  enter  the 
names  of  all  the  dealers  in  a  register,  by  inspec- 
tion of  which,  the  officers  may  easily  make  them- 
selves acquainted  with  the  residence  of  those 
subjected  to  their  control.  The  register,  at  the 
same  time,  relieves  those  inhabitants,  whose  names 
are  not  contained  in  it,  from  the  discretionary 
visits  of  tax-gatherers ;  and  thus  the  citizens  in 
general,  with  safety  to  the  revenue,  may  be  ex- 
empted from  inspection.  In  this  view,  licences 
must  be  taken  out  by  many  descriptions  both  of 
manufacturers  and  retailers ;  by  maltsters,  brew- 
ers, distillers,  paper-stainers,  calico-printers,  tan- 
ners, and  manufacturers  of  vinegar,  starch,  snufl£ 
candles,  soap,  glass,  and  several  other  articles ; 
as  well  as  by  the  venders  of  spirits,  wine,  tea, 
tobacco,  plate,  quack  medicines,  and  some  other 
commodities. 
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Similar  licences  are  required  for  the  exercise 
of  a  few  trades  which  are  thought,  from  their 
own  nature,  liable  to  abuse,  and  therefore  pro- 
per objects  of  the  inspection  of  the  police.     Of 
this  kind,  are  the  trades  of  hawker  and  ped- 
lar, pawn-broker,  ale-house  keeper,  keeper  of  a 
lottery  office,  keeper  of  a  private  mad-house, 
and  master  of  hackney  coaches  in  London.     It 
is  wished  that  persons  exercising  these  profes- 
sions should  be  under  strict  superin tendance, 
and  the  entry  of  their  names  in  a  register  facili- 
tates the  duty  of  the  officers  who  may  have  oc- 
casion to  enquire  into  their  conduct.     Some- 
times the  licence  may  be  intended  for  the  in- 
formation of  the  officers  both  of  revenue  and 
police. 

Whichsoever  of  these  be  the  object,  the  dues 
of  the  licence  ought  not,  in  this  view,  to  exceed 
the  necessary  expense  of  keeping  the  register, 
in  which  case,  they  would  form  no  part  of  the 
revenue  of  the  state.  It  is  soon  perceived,  how- 
ever, that,  under  pretence  of  regulation,  a  tax 
may  be  levied  without  expense,  and  usually  with- 
out unpopularity,  and  such  an  opportunity  of 
concealing  the  public  burdens  under  another 
name  is  seldom  neglected.  Accordingly,  while 
the  lowest  licence-dues  in  England  are  two  shil- 
lings and  six-pence  a  year,  a  sum  probably  equi- 
valent to  the  trouble  of  keeping  the  registers, 
dealers  in  foreign  lace  pay  three  guineas,  calico* 
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printers  ten  pounds,  pawn-brokers  in  London 
ten  pounds,  bankers  issuing  notes  twenty  pounds, 
and  horse-dealers  in  London  twenty-two  pounds 
ten  shillings  annually. 

It  is  only  the  moderation  of  most  of  the  taxes 
levied  by  annual  licences  which  prevents  their 
injustice  from  being  apparent.  If  they  were  laid 
to  any  considerable  extent  on  a  manufacture, 
they  would  speedily  force  all  the  smaller  manu- 
facturers to  retire  from  the  competition,  leaving 
a  species  of  monopoly  in  the  hands  of  the  more 
extensive  dealers.  A  tax  which  amounted  to  a 
mere  trifle  on  a  very  great  establishment  might 
be  entirely  ruinous  to  those  who  were  beginning 
to  rise  from  the  state  of  workmen  to  that  of  mas- 
ters.  While  goods  prepared  in  large  factories 
might  be  offered  for  sale  without  any  perceptible 
enhancement  on  account  of  the  tax,  there  would 
be  no  mode  in  which  smaller  dealers  could  raise 
the  price  of  their  commodities,  so  as  to  draw 
back  from  the  consumer  those  licence-duties  by 
which  they  were  oppressed.  Such  a  system  of 
finance,  if  carried  to  a  great  extent,  would  inter- 
pose an  invincible  obstacle  to  the  gradual  ad- 
vancement of  the  lower  orders  of  the  people  in 
those  branches  of  manufacture  subjected  to  the 
duty,  and  in  this  way  discourage  national  indus- 
try ;  while,  by  repressing  competition,  it  insu- 
red a  monopoly  price  to  the  rich  manufacturers. 

Licence-dues  on  venders  of  commodities,  how- 
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ever  high  they  might  be,  could  not  drive  from 
the  trade  the  whole  of  the  smaller  dealers,  though 
they  would  greatly  injure  all  whose  sales  were  to 
a  limited  amount.  In  ,the  great  shops  and  ma- 
gazines destined  to  the  supply  of  the  rich,  the 
demands  of  the  poor  can  meet  with  little  atten- 
tion. There  must  always  be  an  inferior  set  of 
dealers  to  whom  smaller  sales  are  an  object  of 
importance,  who  have  no  genteel  customers  to 
]be  offended  with  the  approach  of  meanness  or  of 
rags,  and  who  keep  articles  of  ruder  workmanship 
and  inferior  quality.  In  each  class  of  retailers, 
the  tax  would  confer  on  those  whose  shops  were 
most  frequented  a  superiority  very  injurious  and 
sometimes  ruinous  to  the  rest ;  but  still,  all  the 
present  classes  of  retailers,  notwithstanding  the 
several  degrees  in  which  they  were  affected  by 
the  tax,  would  be  required  by  the  wants  of  so* 
ciety.  The  dealers  who  were  accustomed  to 
supply  the  lower  people  would  be  enabled  to 
raise  the  price  of  their  commodities  sufficiently 
to  induce  the  best  employed  among  them  to 
continue  their  trade,  or  perhaps  somewhat  higher 
than  this,  from  several  of  those  formerly  in  the 
trade  being  obliged  to  betake  themselves  to 
other  professions;  and  in  this  way,  a  licence- 
duty  on  venders  would  fall  very  oppressively 
upon  the  poor. 

When  licence-dues  are  first  imposed,  unless 
they  are  yery  moderate  in  amount,  they  must  be 
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particularly  severe  on  manufacturers  who  have 
vested  fixed  capitals  in  machinery,  or  have  ac- 
quired knowledge  and  habits  useless  in  other 
professions.  Such  persons  are  under  the  neces- 
sity of  continuing  a  branch  of  business  from 
which  neither  their  capital  can  be  removed,  nor 
their  personal  acquirements  advantageously  trans- 
ferred. For  some  time  the  same  stock  and  in- 
dustry being  employed  in  the  manufacture,  the 
same  quantity  of  the  article  will  be  produced, 
and  the  price  will  not  rise.  But  as  the  demand 
of  the  country  is  likely  to  increase,  or  at  any 
rate  the  machinery  will  wear  out,  and  the  peo- 
ple already  bred  to  the  business  will  die,  the 
price  will  ultimately  advance  so  as  to  repay  to 
the  extensive  manufacturers,  who  alone  will  con- 
tinue the  trade,  whatever  duties  they  may  be 
subjected  to.  Until  this  has  taken  place,  the 
tax  will  be  a  partial,  and  therefore  unjust,  bur- 
den on  one  description  of  the  people. 

The  same  objection  applies  in  a  much  less  de- 
gree to  licences  on  venders.  It  is  much  easier 
for  a  retailer  to  change  some  of  the  articles  in 
which  he  deals,  than  for  a  manufacturer  to  alter 
the  employment  of  his  machinery,  or  direct  his 
attention  to  a  totally  different  branch  of  business. 
Were  a  licence-duty  to  a  considerable  amount  to 
be  imposed  on  the  sale  of  tea,  many  of  the  deal- 
ers, who  had  been  accustomed  to  sell  only  a 
small  quantity  of  it,  would  abandon  the  article 
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altogether,  and  endeavour  to  extend  their  busi- 
ness in  some  other  direction.  The  competition 
of  tea-dealers  would  thus  be  diminished,  and  the 
price  would  rise  sufficiently  to  devolve  the  tax 
very  speedily  on  the  consumer. 

In  all  other  respects,  annual  licences  are  a 
convenient  mode  of  raising  indirect  taxes.  They 
are  attended  with  little  expense  in  collection,  re- 
quire no  inquisitorial  powers  to  be  lodged  in  the 
hands  of  revenue  officers,  and  can  scarcely  be 
evaded.  If  levied  by  quarterly  or  monthly  in- 
stalments, which  might  easily  be  accomplished, 
they  would  direct  very  little  of  the  national  ca- 
pital to  unproductive  employments,  and  if  im- 
posed chiefly  on  the  manufacture  or  sale  of  luxu- 
ries used  by  the  rich,  they  might  apportion  the 
public  burdens  with  sufficient  equity  according 
to  the  wealth  of  the  contributors.  It  is  true, 
that  many  of  the  articles  at  present  subjected  to 
licences  are  those  used  by  the  poor  and  mid- 
dling classes,  as  well  as  by  the  opulent  ;  ale, 
spirits,  candles,  soap,  leather,  calico,  tobacco, 
and  tea  :  but  the  dues  on  such  of  these  articles 
as  are  necessaries  of  life,  should  be  merely  suffi- 
cient to  pay  the  expense  of  registration,  and 
higher  taxes  of  the  same  kind  (unless  this  branch 
of  revenue  be  rejected  on  account  of  the  hard- 
ship which  it  imposes  on  the  smaller  dealers) 
might  be  levied  from  venders  of  foreign  wines, 
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.laces,  paintings,  plate,  jewels,  and  other  commo- 
dities used  chiefly  or  solely  by  the  rich. 
.  In  a  few  instances,  in  place  of  annual  licence- 
dues,  a  heavy  tax  is  imposed  on  the  entry  to  a 
profession.  Thus  a  barrister,  on  being  called  to 
the  bar,  pays  fifty  pounds,  besides  twenty  pounds 
at  his  admission  in  either  of  the  inns  of  court ;  a 
fellow  of  the  College  of  Physicians  pays  twenty 
pounds,  a  doctor  of  medicine,  by  jthe  diploma 
of  a  Scotch  university,  ten  pounds ;  and  an  at- 
torney, besides  a  licence  or  certificate  of  ten 
pounds  a  year,  pays  one  hundred  and  ten  pounds 
pn  entering  into  his  apprenticeship,  and  twenty 
pounds  pn  admission  to  exercise  his  profession. 
No  mercantile  stock  being  required  in  these 
professions,  it  seems  to  have  been  thought  that 
those  exercising  them  might,  without  much  in* 
convenience,  be  made  to  contribute  to  the  pub- 
lic revenue. 

Such  taxes,  it  must  be  evident,  consume  a 
part  of  the  capital  of  the  contributors.  The 
money  which  is  demanded  by  government,  if 
left  in  the  hands  of  its  proprietor,  although  not 
wanted  by  him  for  his  own  business,  would  have 
been  lent  out  to  some  person  who  would  have 
employed  it  in  production;  but  the  moment  it 
is  transferred  to  the  public  treasury,  it  forms 
part  of  the  annual  expenditure.  Had  the  pro- 
fession required  mercantile  stock,  there  could 
be  no  doubt  that  the  person  entering  upon  it 
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would  have  had  just  as  much  less  to  vest  in  it,  as. 
he  had  been  deprived  of  by  the  fine  ;  and  it  is 
equally  clear,  that  the  stock  of  his  father,  bro- 
ther, or  debtor,  from  whom  he  procures  the  mo- 
ney paid  to  government,  must  be  diminished  in 
the  same  degree. 

These  taxes,  like  all  others  on  particular 
trades,  will  be  afterwards  recovered  by  the  im- 
mediate contributors,  and  probably  with  large 
profits  on  the  ^advance.  In  some  cases,  the 
charges  on  the  customers  will  be  raised  by  a  ge- 
neral regulation  of  the  trade,  which  it  would  be 
discreditable  for  any  member  of  the  profession 
to  infringe  :  in  other  cases,  the  regulated  fees 
will  undergo  no  change,  but  the  profession  itself 
will  become  less  eligible  to  young  men  entering 
into  the  world,  and,  the  competition  for  employ- 
ment being  lessened,  the  business  of  each  mem- 
ber will  increase.  It  is  probable  that  the  high 
taxes  on  the  apprenticeship  and  admission  of  at- 
torneys have  been  one  cause  among  others  of 
the  advance  of  their  charges  5  while  the  fees  of 
barristers  and  physicians  having  remained  un- 
changed, their  reimbursement  must  have  been  at 
the  expense,  not  of  their  clients  and  patients, 
but  of  the  young  men  who  were  prevented  from 
entering  into  those  professions. 

To  the  public,  however,  this  circumstance  oc- 
casions a  much  more  irretrievable  loss  than  the 
loss  of  money, — that  of  talent.     A  heavy  fine  on 
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admission  to  a  profession,  in  which  abilities  and 
diligence  are  requisite  to  success,  may  have  con- 
demned many  a  young  man  of  eminent  qualifi- 
cations to  a  plodding  or  mechanical  employment, 
defrauded  him  of  honourable  fame,  which,  in 
.other  circumstances,  he  would  have  earned,  and 
robbed  the  public  of  brilliant  discoveries,  or  of 
important  improvements.  Such  taxes  are  usual- 
ly defended  as  conducive  to  the  respectability  of 
the  profession,  by  the  exclusion  of  men  of  mean 
birth  and  dishonourable  habits.  Talents,  how- 
ever, are  not  confined  to  any  one  rank  in  life, 
nor  is  the  power  of  disbursing  a  heavy  fine  any 
guarantee  of  superior  education,  honour,  or  inte- 
grity. If  necessary,  let  the  morals  and  attain- 
ments of  each  candidate  be  strictly  enquired  in- 
to before  admission,  and  by  all  means  let  every 
important  deviation  from  rectitude  be  followed 
by  exclusion  from  a  profession  in  which  knavery 
may  be  peculiarly  injurious  ;  but  let  not  pover- 
ty be  classed  with  dishonesty,  and  visited  with 
that  punishment  which  may  justly  be  inflicted 
only  on  ignorance  or  vice. 

In  some  instances,  high  duties  on  admission 
to  a  profession  are  particularly  hard.  To  push 
forward  a  young  man  of  very  promising  talents, 
his  parents  will  sometimes  deprive  themselves  of 
every  little  luxury  which  they  have  been  accus- 
tomed to  enjoy.  His  education  itself  has  caused 
them  many  a  privatipn,  and  at  last  they  are  for- 
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ced  to  submit  to  many  more,  or  perhaps  to  con- 
tract debts,  in  order  to  pay  his  fine  of  admission. 
If  he  lives,  they  look  forward  with  fond  antici- 
pation to  their  reward  in  the  honours  he  will  ac- 
quire to  himself,  and  the  protection  he  will  af- 
ford to  their  younger  children.  But  before  he  has 
had  opportunities  to  establish  his  fame,  his  life  is 
cut  off,  and  his  parents  are  left  in  poverty  and 
dependence,  to  grieve  over  their  blasted  hopes, 
and  bitterly  to  regret  those  sacrifices,  which,  al- 
though laudable  and  virtuous,  have  incapacita- 
ted them  from  doing  any  thing  towards  the  edu- 
cation'or  establishment  of.  the  rest  of  their  fami- 
ly. When  a  fine  of  a  hundred  and  ten  pounds 
must  be  paid  in  London  on  entering  into  an  ap- 
prenticeship to  an  attorney,  and  the  half  of  that 
sum  in  other  parts  of  Britain,  instances  of  such 
peculiar  hardship  must  frequently  occur. 

In  all  cases,  these  high  dues  of  admission  ren- 
der professions,  unavoidably  exposed  to  many 
hazards,  still  more  uncertain.  Those  who  fail 
lose  not  only  their  time  and  the  expenses  of 
their  education,  but  likewise  this  ticket  of  ad- 
mission Which  they  have  purchased  from  govern- 
ment :  the  successful  adventurers,  besides  draw- 
ing all  the  prizes  in  the  scheme,  are  rewarded  by 
the  whole  enhancement  of  those  prizes,  wThich 
has  arisen  from  the  increased  price  of  the  shares. 
It  is  much  to  be  regretted  that  there  are  so  few 
opportunities  of  rising  in  the  world  afforded  to 
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talents,  when  unassisted  by  wealth ;  and  that 
some  of  the  most  honourable  professions,  de- 
manding a  long  education  and  great  abilities, 
must  be  avoided  from  prudential  motives,  by 
many  young  men  qualified  by  nature  to  excel. 
That  the  risk  should  appear  to  them  or  their  re- 
lations too  great,  when  success  is  indispensable, 
not  only  to  their  character,  but  also  to  their  sub- 
sistence, cannot,  by  any  legislative  measure,  be 
prevented :  but  that  mere  avidity  for  public  re- 
venue should  raise  up  additional  obstacles  to  the 
progress  of  genius  in  an  honourable  career,  could 
never  be  permitted  by  an  enlightened  statesman* 


SECTION  II. 

Of  Taxes  on  particular  Trades  proportioned  to  the  Busi- 
ness transacted  by  each  Dealer, 

The  injustice  of  laying  the  same  tax  on  small, 
as  on  extensive  dealers,  is  so  obvious,  that  no 
considerable  revenue  is  likely  to  be  raised  by 
general  licences.  But  if  any  mode  could  be 
found  of  varying  the  tax  according  to  the  amount 
of  business  transacted,  this  objection  would  be 
removed,  and  a  revenue  might  be  raised  from 
consumable  commodities  less  liable  to  evasion 
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than  the  customs,  less  productive  of  vexation 
than  the  excise,  and  considerably  less  expensive 
in  collection  than  either. 

The  ways  in  which  this  has  been  attempted 
are  chiefly  three ;  1st,  By  imposing  a  tax  on  each 
clerk  employed  in  the  business  ;  2dly,  By  pro- 
portioning the  licence-duty  to  the  number  and 
size  of  the  utensils  employed  hisparticular  manu- 
factures ;  and,  Sdly,  by  proportioning  the  duty 
to  the  rent  of  shops  used  for  the  purposes  of  re- 
tail. 

I.  A  tax  upon  clerks,  book-keepers,  salesmen, 
and  other  descriptions  of  persons  employed  in 
transacting  business,  is  necessarily  proportioned, 
in  every  branch  of  trade,  to  the  amount  of  the 
annual  transactions  of  the  several  dealers.  No 
person,  it  may  fairly  be  presumed,  keeps  idle 
clerks,  nor  is  it  possible  to  avoid  increasing  the 
number  of  assistants  in  proportion  to  the  work 
to  be  done.  In  some  branches  of  trade  more  la- 
bour is  requisite  than  in  others ;  but  in  any  par- 
ticular branch,  the  number  of  clerks  will  afford 
a  tolerably  accurate  approximation  to  the  quan- 
tity of  business  transacted  in  each  counting- 
house, 

A  tax  upon  clerks  must  be  devolved  upon  their 
masters,  because  wages  of  one  kind  of  labour, 
allowance  being  made  for  the  agreeableness  and 
respectability  of  the  employment,  must  be  equal 
to  those  of  other  kinds  of  labour.    For  the  same 
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reason,  the  tax  will  be  devolved  by  the  master  on 
his  customers,  nett  profits  being  no  way  affected 
by  any  tax  which  falls  unequally  on  various  em- 
ployments of  stock.  An  assessment  on  clerks 
will  thus  very  much  resemble  a  tax  on  commer- 
cial transactions,  though  free  from  some  of  the 
inconveniences  to  which  the  latter  is  exposed. 
Both  will  fall  as  heavily  on  necessaries  as  on 
luxuries ;  both  will,  to  a  certain  degree,  raise 
the  price  of  commodities  higher  to  the  poor  than 
to  the  rich,  though  this  objection  will  be  dimi- 
nished by  the  circumstance  of  the  smaller  deal- 
ers usually  transacting  a  great  part  of  the  busi- 
ness themselves ;  but  the  chief  disadvantage  of 
taxes  on  commercial  transactions,  that  they  ei- 
ther confine  manufactures  to  great  companies,  by 
whom  only  all  the  various  steps  of  the  process 
can  be  carried  on,  or  accumulate  so  many  suc- 
cessive duties  as  prevent  the  possibility  of  com- 
petition with  foreigners,  is  entirely  avoided. 
The  number  of  clerks  in  several  small  factories 
will  probably  be  no  greater  than  in  one  large  es- 
tablishment, where  all  the  various  processes  were- 
combined ;  nor  could  any  tax  on  these  clerks  be 
such  as  to  ruin  a  manufacture  adapted  to  the 
country.  If,  therefore,  any  mode  could  be  de- 
vised for  preventing  false  returns,  a  greater  part 
of  the  public  revenue  than  at  present  might  be 
raised  by  an  assessment  on  clerks. 

The  present  duties  are  only  from  one  pound 
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four  shillings,  to  three  pounds  ten  shillings,  on 
each  clerk,  and,  being  so  moderate,  are  probably 
very  fairly  paid.  But  if  they  were  so  increased, 
that  the  saving  became  an  object  of  importance, 
there  could  scarcely  be  an  effectual  check  on 
false  returns.  The  number  of  clerks  must  vary 
so  much  according  to  the  activity  of  the  master, 
and  the  nature  of  his  transactions,  that  no  person 
unacquainted  with  the  details  of  his  trade  could 
form  a  correct  idea  of  those  likely  to  be  requi- 
red ;  while  the  number  of  returns  to  be  exami- 
ned would  allow  even  many  palpable  frauds  to 
escape  detection.  At  the  same  time,  to  proclaim 
high  rewards  to  clerks  who  should  inform  against 
their  masters  would  be  to  destroy  that  mutual 
confidence,  without  which  the  business  of  the 
counting-house  must  always  be  unpleasant,  and, 
in  many  cases,  could  scarcely  be  carried  on. 

II.  Some  attempts  have  been  made  to  propor- 
tion the  licence-duties  on  manufacturers  to  the 
extent  of  their  trade.  Thus,  a  coach-maker  pays 
one  pound  two  shillings  and  sixpence  on  every 
four-wheeled  carriage  which  he  makes  for  sale, 
and  the  duty  on  brewers  varies  from  one  pound 
ten  shillings  to  fifty  pounds,  according  to  the 
quantity  of  ale  brewed  in  the  previous  year.  To 
ascertain  the  amount  of  the  manufacture,  how- 
ever, is  altogether  impossible  without  an  inqui- 
sitorial inspection,  the  necessity  of  which  is  the 
chief  disadvantage  of  the  excise  ;  and,  indeed. 
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if  the  quantity  be  ascertained,  the  duty  by  what- 
ever name  it  may  be  called,  is  properly  a  tax, 
more  or  less  accurately  levied,  on  the  consuma- 
ble commodity. 

The  mode  of  taxing  distillers  in  Scotland  is 
materially  different,  and  in  several  particulars 
much  preferable  to  the  other  branches  of  the 
excise.    The  duty  is  rated,  not  according  to  the 
quantity  of  spirits  produced,  but  to  the  size  of 
the  still;   each  manufacturer,  after  having  en- 
tered his  still  with  the  proper  officer,  being  left 
to  conduct  his  business  without  farther  molesta- 
tion.   His  works  must  indeed  be  open  to  excise- 
men, that  they  may  be  satisfied  that  no  unenter- 
ed stills  are  at  work  ;  but  a  search  merely  to 
ascertain  this  point  can  scarcely  occasion  incon- 
venience.    The  licence  for  each  still,  at  pre- 
sent taken  out  for  three  months,  might  be  renew- 
ed at  shorter  periods,  in  which  case  the  distiller 
would  not  be  obliged,  by  having  paid  the  duty, 
to  continue,  perhaps  for  nearly  three  months, 
an  unprofitable  trade,  nor  would  any  consider- 
able part  of  his  capital  be  employed  in  advancing 
the  tax  to  government.    A  duty  imposed  in  this 
manner,  it  may  also  be  remarked,  operates  as  a 
premium  on  the  improvement  of  the  manufac- 
ture ;  for  whoever  can  simplify  the  process  so 
as,  in  a  given  time,  to  produce  a  greater  quan- 
tity of  the  commodity  with  vessels  of  the  same 

vol*  in.  s. 
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capacity,  will  have  an  advantage,  in  the  saving 
of  the  duty,  over  all  his  competitors. 

This  improvement  in  the  mode  of  levying  ex- 
cise duties  ought  to  be  extended  to  every  manu- 
facture* in  which  the  capacity  of  the  vessels  is  a 
tolerable  criterion  of  the  work  performed,  and 
in  which  these  vessels  are  of  such  a  size,  fixed 
up  in  such  a  manner,  or  otherwise  of  such  a  na- 
ture, that  they  cannot  be  used  without  its  attract- 
ing the  attention  of  the  neighbours,  or  being 
discovered  on  inspection  by  the  officers.  If, 
after  being  set  up,  it  be  possible  for  the  revenue 
officers  to  affix  their  seals  to  any  part  of  them, 
so  as  to  prevent  their  being  employed  in  a  clan- 
destine manner,  an  additional  facility  will  be 
given  to  the  control,  requisite  for  the  preven- 
tion of  fraud.  Where  this  is  possible,  there  can 
be  no  occasion  for  the  visits  of  officers,  except, 
at  stated  times,  to  affix  their  seals  to  the  vessels 
which  are  to  be  idle  during  the  subsequent  term, 
and  to  remove  them  from  those  that  are  to  be 
in  use. 

It  is  probable  that  the  manufactures  of  beer, 
vinegar,  candle,  soap,  salt,  glass,  and  several 
other  commodities,  might,  under  due  regulations, 
be  taxed  in  this  manner ;  but  to  ascertain  this 
point,  with  any  degree  of  accuracy,  would  re- 
quire an  intimate  acquaintance  with  every  part 
of  their  respective  processes. 

Taxes  on  draught  horses,  or  on  implements  of 
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agriculture,  are,  in  some  respects,  similar  to 
those  duties  which  we  are  now  considering.  Like 
them,  they  are  proportioned  to  the  business 
transacted  by  each  contributor,  and  like  them, 
they  must  raise  his  gross  profits  sufficiently  to  re-* 
pay  to  him  a  tax  from  which  other  employments 
of  capital  are  exempted.  This  relief,  however, 
is  procured  by  the  farmer,  not  at  the  expense 
of  the  consumer  of  the  produce,  but  at  that  of 
the  proprietor  of  the  land.  As  it  never  can  be 
for  the  interest  either  of  the  proprietor  or  of  the 
farmer,  to  leave  his  lands  uncultivated,  in  or- 
der to  save  the  tax,  the  same  quantity  of  pro- 
duce will  be  brought  to  market,  and  therefore 
its  price  will  not  rise ;  but  as  the  farmer  must 
have  a  nett  profit  proportioned  to  what  his  stock 
would  yield  in  a  different  employment,  if  he  be 
obliged  to  pay  a  tax  which  he  cannot  devolve 
on  the  consumer,  he  will  deduct  its  amount,  on 
the  renewal  of  his  lease,  from  the  annual  rent. 

It  is  true,  that  a  very  high  tax  on  farming  uten- 
sils or  horses  might,  like  the  tithe,  discourage 
the  most  expensive,  which  is  usually  the  most 
productive,  style  of  culture,  and  in  this  way 
somewhat  enhance  the  price  of  corn.  He  who 
was  accustomed  to  employ  three  ploughs,  might 
carry  on  an  inferior  cultivation  with  two.  Ac- 
cordingly, to  the  practice  of  assessing  the  per- 
sonal  taille  in  France  in  proportion  to  the  stock 
which  the  farmer  employed,  the  low  state  of 
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agriculture  in  that  country  has  been  in  a  great 
measure  attributed.  That  the  tax  on  draught 
horses  has  not  produced  the  same  destructive 
consequences  in  England  is  to  be  ascribed,  not 
to  any  difference  in  principle,  but  to  its  amount 
being  too  trifling  to  influence  the  system  of 
cropping  which  a  farmer  finds  it  for  his  interest 
to  adopt* 

III.  As  each  retailer  must  have  a  shop  pro- 
portioned in  size,  and  in  some  degree  in  expense, 
to  the  amount  of  his  ordinary  sales,  a  tax  on 
shop-rents  will  fall,  in  the  first  instance,  on  the 
several  dealers  according  to  the  number  and 
value  of  their  transactions,  and  will  afterwards 
be  devolved  on  the  consumers  according  to  the 
value  of  their  purchases.  The  same  revenue,  it 
might  be  thought,  could  therefore  be  levied  by 
a  shop-tax  as  by  a  tax  on  consumable  commodi- 
ties, and  from  the  same  description  of  the  peo- 
ple, without  occasioning  that  expense,  vexa- 
tion, fraud,  and  influence,  which  are  probably 
inseparable  from  the  customs  and  excise. 

When  such  a  tax,  however,  is  first  imposed, 
it  must  be  altogether  paid  by  the  shopkeepers 
without  retribution  ;  nor  will  this  hardship  cease 
for  many  years.  A  retailer  cannot  avoid  this 
tax,  as  he  may  that  for  dealing  in  any  specified 
commodity,  by  changing  the  articles  which  he 
exposes  for  sale.  Unless  he  choose  altogether 
to  abandon  his  trade,  he  has  no  way  of  escaping 
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from  the  duty.     But  the  business  of  selling  in 
retail  is  so  very  different  from  all  others,  it  re- 
quires habits  and  information  so  useless  to  a  far- 
mer, manufacturer,  or  wholesale  merchant,  that 
it  must  always  be  extremely  disadvantageous 
for  a  person  educated  for  a  retailer,  and  much 
more  so  for  one  who  has  already  got  a  regular 
set  of  customers,  to  withdraw  his  capital  from 
his  shop.     Were  he  to  turn   manufacturer  or 
merchant,  he  would  find  himself  deficient  in  that 
accurate  knowledge  of  one  or  a  few  articles  that 
was  indispensable,  his  address  and  expertness  in 
recommending  his  goods  would  be  of  little  avail, 
he  would  have  a  new  and  very  different  set-  of 
customers  to  conciliate,  other  markets  to  get 
acquainted  with,  and  new  correspondents  with 
whom  to  establish  his  credit.     In  itself,  such  a 
change  would  be  very  disagreeable  ;  and  in  all 
probability  it  would  also  be  more  disadvantageous 
to  him  than  the  payment  of  the  tax.     Few,  if 
any,  of  the  established  dealers  would,  therefore, 
relinquish  their  business  on  account  of  the  duty ; 
and  if  the  same  stock  continued  in  the  shops, 
without  there  being  any  increase  in  the  de- 
mand, the  gross  profits  of  retailer  could  not  be 
raised. 

It  is  true,  that  this  injustice  would  be  remedied 
by  time.  The  increasing  demand  of  a  prosper- 
ous country  would  not  be  supplied,  nor  would 
the  places  of  those  who  died  or  retired  from 
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trade  be  occupied  by  a  new  set  of  shopkeepers, 
until  the  clear  profits  in  that  branch  of  business 
had  risen  to  their  former  level.  But  while  this 
change  was  operating  slowly  by  the  general  in- 
crease of  wealth,  or  by  the  death  of  some  retail- 
ers already  established  in  business,  and  the  re- 
tirement of  others,  the  tax  must  fall  without  re- 
tribution on  shopkeepers,  subjecting  them  to  an 
unjust  burden,  from  which  all  other  citizens  are 
free. 

Accordingly,  the  shop-tax,  enacted  in  1785, 
met  with  an  opposition  so  decided  and  perseve- 
ring from  those  who  were  aggrieved,  that,  after 
a  trial  of  four  years,  it  was  finally  relinquished. 
The  shopkeepers,  finding  by  experience  that 
they  could  not  reimburse  themselves,  paid  little 
attention  to  the  arguments  of  those  theorists  who 
endeavoured  to  convince  them  that  they  were 
no  sufferers  by  the  tax.  They  knew  there  was 
a  fallacy  in  the  argument,  although  it  must  be 
confessed  that  they  failed  in  pointing  it  out. 
The  objection,  on  which  they  and  their  advo- 
cates chiefly  relied,  was  far  from  being  solid. 
They  insisted  that,  as  most  retailers  deal  in  a 
great  variety  of  goods,  it  was  impossible  for  any 
of  them  to  apportion  the  tax  over  the  several  ar- 
ticles, without  being  undersold  in  each,  by  other 
dealers  whose  particular  line  of  business  might 
lead  them  to  apportion  it  in  a  different  manner. 
To  this  argument,  it  was  triumphantly  replied, 
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that  the  shop-tax  was  not,  in  this  respect,  differ- 
ent from  the  rent  of  the  shop,  the  wages  of  the 
shopmen,  and  all  the  other  general  charges  af- 
fecting the  trade.  No  one  can  before-hand  point 
out  how  each  of  these  charges  is  to  be  diffused 
over  the  immense  variety  of  goods  that  are  sold 
in  particular  shops  \  but  there  can  be  no  doubt 
that  they  are  so  diffused,  and  paid  as  part  of  the 
price  of  the  several  articles  by  the  consumer. 
Those  who  deny  this,  must  assert,  what  seems  to 
be  impossible,  that  the  profits  in  one  branch  of 
trade  can  be  depressed  for  a  great  length  of  time 
below  their  natural  level.  The  oppression  of 
which  the  retailers  complained  was  real  at  the 
time,  but  they  erred  when  they  endeavoured  to 
show  that  the  grievance  was  permanent,  not  tran- 
sitory. 

There  were  not  indeed  wanting  objections  of 
a  permanent  nature,  though  some  of  them  foreign 
to  the  interests  of  the  shopkeepers  from  whom 
the  opposition  proceeded.  A  shop-tax,  in  its 
best  form,  can  have  no  regard  to  any  thing  be- 
yond the  rent  of  the  shop.  In  proportion  to  their 
respective  dealings,  it  will  fall  as  heavily  on  the 
baker  as  on  the  confectioner  or  jeweller,  and  con- 
sequently it  will  occasion  as  great  a  rise  on  the 
necessaries  of  life,  as  on  luxuries.  Contrary  to 
justice,  it  will  aflect  the  lower  orders,  in  propor- 
tion to  their  incomes,  as  much  as  the  higher. 

Indeed,  if  considerable  attention  be  not  paid 
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in  settling  the  rate,  itwillaffeet  them  much  more. 
As  we  ascend  from  those  who  supply  the  wants 
of  the  common  people,  to  the  extensive  dealers 
whose  magazines  of  high-priced  commodities  are 
frequented  by  the  luxurious  and  extravagant, 
the  rent  of  the  shop  does  not  bear  the  same  pro- 
portion  to  the  value  of  the  goods  annually  sold. 
He  who  pays  a  rent  of  a  hundred  pounds  will, 
in  many  instances,  dispose  in  one  day  of  articles 
to  a  much  greater  value,  than  the  small  retailer, 
whose  shop  is  let  for  five  pounds,  can  hope  to  sell 
in  a  year.  Unless,  therefore,  the  rate  follow  a 
very  quick  progression  according  to  the  increase 
of  rent,  the  advance  on  articles  sold  in  small  shops 
to  the  poor  will  be  much  greater  than  that  on 
the  luxuries  of  the  rich. 

Nor  is  it  easy  to  find  any  mode  of  assessing  a 
shop-tax,  which  may  not  permit  frauds  on  the 
one  hand,  or  occasion  inequalities  on  the  other. 
Shops  are  frequently  let  in  conjunction  with 
dwelling-houses,  and  wherever  this  is  the  case  it 
is  impossible  to  say  what  is  the  rent  of  each.  A 
high  tax  on  shops  would  soon  render  this  con- 
junction of  houses  and  shops  universal ;  the 
house  would  be  let  at  a  high  rent,  and  the  shop 
at  a  low  one,  and  in  this  way  the  tax  would  easi- 
ly be  evaded. 

To  prevent  such  frauds,  it  was  provided,  in 
1 785,  that  the  tax  should  be  paid,  not  only  on 
the  shop,  but  on  every  part  of  the  building  oc- 
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cupied  by  the  shopkeeper.  In  its  first  operation, 
this  clause  levied  a  heavy  and  partial  house-duty 
on  one  class  of  the  inhabitants.  There  is  no  con- 
nection whatever  between  the  quantity  of  busi- 
ness transacted  in  a  shop,  and  the  size  or  ex- 
pense of  the  building  of  which  that  shop  forms 
a  part.  The  more  indeed  that  it  is  occupied  by 
the  one,  the  less  must,  in  ordinary  cases,  remain 
for  the  other.  Behind  a  small  shop,  and  on  the 
upper  floors,  there  may  be  a  house  of  five  or  six 
times  its  dimensions ;  while  so  great  a  part  of  a 
building  is  occupied  by  an  extensive  magazine, 
that  what  remains  may  scarcely  be  sufficient  for 
the  accommodation  of  a  clerk.  While  the  fair 
rent  of  one  shop  is  double  that  of  another,  there 
may  be  little  difference  in  the  annual  value  of 
the  whole  of  the  two  buildings.  The  one  of 
these  shopkeepers,  though  higher  taxed,  could  not 
sell  his  goods  dearer  than  the  other,  and  there- 
fore could  have  no  means  of  throwing  upon  his 
customers  that  part  of  the  tax  which  he  paid  for 
his  house. 

It  is  seldom  that  a  retailer  will  be  prevent- 
ed from  taking  a  shop  convenient  for  his  trade, 
and  in  the  midst  of  his  regular  customers,  by 
the  expense  of  the  house  to  which  it  is  attach- 
ed. If  his  family  does  not  require  so  many 
rooms,  or  he  cannot  afford  the  expense  of  them, 
he  gets  back  a  portion  of  the  rent  by  letting 
part  of  his  house.  He  will  not,  however,  in  this 
way  get  back  any  part  of  the  tax.     In  his  trade 
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he  must  compete  with  others,  who,  being  poorer, 
or  having  smaller  families,  or  being  more  fortu- 
nate in  finding  shops  forming  part  of  smaller 
buildings,  pay  a  lower  tax ;  and  if  he  let  lod- 
gings in  order  to  reduce  his  rent,  he  must  also 
compete,  in  this  branch,  with  those  who,  possess- 
ing no  shops,  are  entirely  exempt  from  the  house- 
duty  with  which  he  is  charged. 

The  practice  of  letting  shops  in  conjunction 
with  the  rest  of  the  buildings,  is  more  general  in 
London  than  in  smaller  towns.  The  shopkeeper 
wishes  to  be  at  hand  as  some  security  against 
depredations,  and  the  value  of  shop-fronts  is  so 
great,  that  separate  entries  can  scarcely  be  af- 
forded to  the  houses  above.  In  country  towns, 
on  the  other  hand,  it  is  chiefly  the  small  retail- 
ers, who,  being  partly  occupied  in  their  traffic, 
and  partly  in  other  avocations,  find  it  necessary 
to  reside  in  the  same  buildings  with  their  shops. 
More  extensive  dealers,  less  afraid  of  robbery 
than  in  London,  and  having  their  ware-houses 
quite  unconnected  with  the  other  parts  of  the 
buildings  to  which  there  are  separate  entries,  may 
have  their  houses  wherever  they  are  inclined. 
Accordingly,  it  appeared  by  the  returns  in  17879 
that  of  59,0001.,  the  whole  produce  of  the  shop- 
tax,  43,OOOl.  were  paid  by  London.  The  retail 
trade  of  the  metropolis  is  undoubtedly  very  great, 
but  it  is  impossible  that  it  can  be  three-fourths  of 
what  is  carried  on  in  the  whole  of  the  island. 
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For  some  time,  then,  a  shop-tax  levied  in  this 
manner,  is,  in  reality,  a  house-duty  paid  without 
retribution  by  one  class  of  the  inhabitants,  and 
very  unequally  by  the  several  members  of  that 
class.  Were  the  tax,  however,  to  be  long  con- 
tinued, it  would  probably  put  an  end  altogether 
to  the  practice  of  retailers  residing  in  part  of 
the  buildings  occupied  by  their  shops.  The  pro- 
prietors would  let  the  houses  above  to  other  te- 
nants, and  if  they  had  several  shops,  they  might 
still  attach  a  house  to  each,  taking  care  that  they 
formed  parts  of  separate  buildings.  In  this  way, 
the  rent  of  the  shop  might  be  very  low,  and  that 
of  the  house  proportionally  high,  without  its  be- 
ing easy,  or  perhaps  possible,  to  prevent  such  an 
evasion  of  the  duty. 


CHAPTER  V. 

Of  Taxes  levied  by  Means  of  Monopolies. 

There  are  two  modes  in  which  a  tax  may  be 
raised  by  means  of  a  monopoly.  The  govern- 
ment may,  for  account  of  the  public,  carry  on 
some  branch  of  trade  in  which  no  individual  is 
allowed  to  engage;  or  the  monopoly  may  be 
transferred  to  those  who  are  willing  to  purchase 
the  exclusive  privilege.  Whichsoever  of  these 
modes  may  be  adopted,  there  can  be  no  doubt 
that  the  money  brought  into  the  treasury  will  be 
drawn  entirely  from  the  ultimate  purchaser,  that 
is,  the  consumer,  of  the  commodity. 

I.  In  small  states,  a  revenue  has  frequently 
been  drawn  from  commercial  undertakings  car- 
ried on  by  public  officers  for  the  benefit  of  the 
state.  The  limited  nature  of  the  trade,  in  such 
states,  renders  a  vigilant  superintendance  of  in- 
ferior agents  less  difficult,  and  the  public  spirit 
that  is  generated  in  small  communities,  joined 
to  the  desire  of  conciliating  public  confidence 
as  the  means  of  rising  to  offices  of  greater  <^g- 
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nity,  may  usually  render  those  at  the  head  of 
such  establishments  zealous  for  their  prosperity* 
Even,  however,  in  these  favourable  circumstan- 
ces, monopolies  cannot  be  dispensed  with.  Were 
the  trade  thrown  open,  the  superior  diligence, 
activity,  and  intelligence  of  private  adventurers 
would,  in  a  short  time,  so  far  outstrip  the  more 
languid  exertions  of  public  functionaries,  that 
what  was  meant  for  a  source  of  revenue  would 
become  a  source  of  annual  expense. 

The  necessity  of  guarding  public  establish- 
ments against  competition  by  strict  monopolies, 
is  a  sufficient  proof  of  the  error  of  the  system. 
If  it  were  intended  only  to  procure  a  high  profit, 
a  licence-duty  on  competitors  would  ensure  the 
revenue,  by  enhancing  the  rate  of  profit  in  that 
branch  of  trade ;  but  it  is  well  known  that  without 
a  direct  monopoly,  or  duties  so  high  as  to  amount 
to  a  prohibition  of  private  trade,  the  public  esta- 
blishment could  not  be  supported.  By  the  profu- 
sion of  public  agents,  expenses  will  be  multiplied, 
while,  by  their  negligence,  the  work  will  be  done 
in  a  very  slovenly  manner.  The  consumer  will 
therefore  be  obliged  both  to  pay  a  high  price  for 
the  commodity  beyond  what  furnishes  public  re- 
venue, and  to  content  himself  with  a  quality 
greatly  inferior  to  what  he  might  otherwise  have 
procured. 

The  more  a  state  increases  in  extent  and  po- 
pulation, the  check  of  public  opinion  becomes 
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less  powerful,  and  public  zeal  less  active,  while 
the  increase  of  the  establishment  affords  nume- 
rous opportunities  for  negligence  and  peculation. 
Commercial  establishments  are,  therefore,  laid 
aside,  as  oppressive  to  the  people,  and  unprofit- 
able to  the  state,  and  the  monopoly  is  either  ex- 
tinguished, or,  if  it  be  retained,  it  is  sold  to  pri- 
vate adventurers,  from  whom  a  fixed  revenue  is 
received. 

The  carriage  of  letters  is  now  the  only  branch 
of  mercantile  business  conducted  in  Britain  by 
government.  It  is  not  enough  for  the  general 
convenience  of  the  country,  that  regular  commu- 
nications should  be  established  through  the  most 
populous  districts,  and  between  the  principal 
towns.  It  is  often  requisite,  also,  to  receive  or 
convey  information  where  the  population  is  too 
limited  to  defray  the  expense  of  a  regular  post, 
and  the  employment,  in  such  cases,  of  occasional 
messengers  would  be  productive  of  expense,  risk, 
and  delay.  It  is  therefore  desirable  that  a  gene- 
ral system  of  communication  should  be  establish- 
ed over  every  part  of  a  kingdom,  and  it  is  pro- 
bable that  this  can  be  done  in  no  other  way  so 
effectually,  as  by  a  general  post-office,  of  which 
the  expences  are  defrayed  by  the  state.  In  place 
of  being  worse  conducted  than  by  private  adven- 
turers, it  is  probable  that  this  branch  of  business, 
unlike  all  others,  will  both  be  better  executed 
and  at  less  expense. 
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It  is  only,  however,  upon  the  whole  of  the 
communications  of  a  country  that  any  saving  of 
expense  is  likely  to  arise.  In  populous  districts, 
or  between  large  commercial  towns,  there  can 
be  little  doubt  that  letters  might  be  transmitted 
by  private  carriers,  much  more  cheaply,  and 
nearly  with  as  much  safety,  as  through  a  public 
office.  But  in  other  districts,  private  carriers 
could  not  gain  a  regular  maintenance,  and  where 
this  is  the  case,  it  is  obvious  that  the  expense  to 
government  must  greatly  exceed  the  profit.  To 
prevent  this  loss  by  the  post-office,  a  monopoly 
is  indispensable.  Without  it,  government  would 
have  the  whole  employment  where  it  was  unpro- 
fitable, and  be  exposed  to  competition  whenever 
it  yielded  more  than  the  necessary  expense.  The 
post-office,  in  such  circumstances,  would  be  a 
source  of  annual  charge  to  be  supplied  by  other 
taxes,  although  it  is  not  likely  that,  by  any 
other  tax,  this  particular  branch  of  the  public  ex- 
penditure could  be  apportioned  more  equitably, 
according  to  the  advantages  derived  from  the  in- 
stitution. 

It  is  chiefly  for  the  convenience  and  advantage 
of  the  dealers  and  consumers  in  the  more  popu- 
lous and  commercial  districts,  that  a  regular  and 
expeditious  mode  of  conveying  intelligence  is  es- 
tablished all  over  the  country,  and  therefore  the 
inhabitants  of  these  districts  may  justly  be  char- 
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ged  with  a  rate  of  postage  adequate  to  the  sup- 
port of  the  general  establishment. 

The  monopoly,  however,  that  is  requisite  for 
the  prevention  of  public  loss  by  the  establishment 
of  a  regular  post  may  easily  be  converted  into  a 
source  of  public  revenue.  Without  any  addition- 
al expense  in  conveying  the  letters,  the  rate  of 
postage  may  be  raised  ;  and  to  a  revenue  levied 
in  this  manner,  there  is  no  limit,  but  the  impos- 
sibility, if  a  very  high  premium  should  be  given 
for  the  infringement  of  the  monopoly,  of  pre- 
venting the  competition  of  private  carriers. 

The  duty  on  the  carriage  of  letters,  when  per- 
verted from  its  original  intention  of  defraying  the 
expense  of  the  post-office,  it  is  thus  rendered  a 
source  of  general  revenue,  resolves  itself,  partly 
into  a  tax  on  commercial  transactions,  and  partly 
into  a  direct  tax  on  those  who  are  separated  from 
their  friends. 

In  as  far  as  it  affects  commerce,  it  fails,  in  very 
different  degrees,  on  the  several  branches  of  trade. 
A  merchant,  whose  trade  requires  a  great  deal  of 
correspondence,  must  receive  returns  equal  both 
to  his  postages  or  other  general  charges,  and  to 
the  ordinary  profits  of  stock,  otherwise  he  will 
vest  his  capital  in  some  other  wTay.  If  the  tax 
increase  his  charges,  he  must  also  raise  the  rate 
of  his  gross  profits,  so  as  to  cover  this  new  ex- 
pense to  which  other  dealers  are  less  exposed, 
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and  by  doing  so,  he  devolves  the  tax,  together 
with  his  profit  on  its  advance,  upon  the  consumer. 
Considered  in  this  point  of  view,  the  revenue 
drawn  from  the  post-office  has  several  powerful 
recommendations.     It  occasions  no  expense  to 
government  beyond  what  is  requisite  for  the 
transmission  of  letters  ;  it  can  scarcely  be  evaded 
by  any  contrivance ;  and  it  never  can  be  the 
source  of  the  slightest  trouble  or  oppression  to 
the  people.     On  the  other  hand,  it  is  attended 
with  all  the  disadvantages  of  other  taxes  on  com- 
mercial transactions,  and  with  some  peculiar  to 
itself.    Being  repeated  on  each  successive  trans- 
action, unless  both  parties  reside  in  the  same 
town,  it  tends  to  enhance  the  price  of  whatever 
is  purchased  in  small  quantities  by  the  poor ;  be- 
ing levied  according  to  a  circumstance  entirely 
unconnected  with  the  nature  of  the  commodity, 
it  affects  necessaries  equally  with  luxuries ;  and, 
having  no  relation  to  the  amount  of  the  dealings, 
it  falls  as  heavily  on  small,  as  on  extensive  traders 
in  the  same  line  of  business,  and,  thus  increasing 
the  advantages,  already  too  great,  of  superior  ca- 
pital, discourages  that  competition  from  which 
the  most  beneficial  consequences  result  to  the 
nation. 

The  operation  of  an  enhanced  postage,  as  a 
direct  tax  on  those  who  are  at  a  distance  from 
their  friends,  is  altogether  unjust.  While  it  le- 
vies a  contribution  in  no  respect  proportioned 

VOL.  IIT.  t 


290  OF  TAXES  LEV1E1? 

to  wealth,  it  tends  to  discourage  that  intercourse 
which  would  foster  family  attachment,  add  ma- 
terially to  human  happiness,  frequently  suggest 
or  facilitate  the  means  of  advancement  in  life, 
and  occasionally  promote  the  interests  of  science. 
There  is  nothing  in  the  situation  of  a  man  remo- 
ved from  his  friends,  that  can  give  the  state  a 
claim  upon  his  property.    But  whatever  marks 
out  a  part  of  the  people  from  the  rest  seems 
to  be  considered  as  affording  an  opportunity 
for  taxation.      It   enables  the  government  to 
commit  a  wrong  without  very  general  unpopula- 
rity, and,  by  this  circumstance,  the  wrong  is 
thought,  in  some  measure,  to  be  justified.     He 
who  does  not  choose  to  pay  the  tax,  it  is  said, 
may  contract   his    correspondence.     But  why 
should  any  one  be  forced  to  relinquish  what  is 
useful,  or  convenient,  or  agreeable,  as  the  only 
means  of  escaping  an  unjust  contribution,  which, 
perhaps,  he  is  unable  to  afford  ?  The  necessary 
expense  of  postage  is  no  hardship,  being  the  un- 
avoidable result  of  his  situation,  but  the  tax  is  a 
manifest  wrong  inflicted  by  the  law. 

II.  In  place  of  conducting  a  branch  of  trade 
by  public  agents,  in  which  the  revenue  drawn 
from  it  must  be  uncertain  and  fluctuating,  it 
seems  to  be  an  improvement  to  convey  the  mo- 
nopoly to  private  adventurers  willing  to  pay  a 
fixed  sum  as  a  compensation  for  the  privilege. 
Such  an  agreement,  while  it  secures  the  revenue, 
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seems  to  correct  many  of  the  evils  of  monopolies 
exercised  by  the  state.  For  the  languor  and 
carelessness  of  public  managers,  and  the  pecula- 
tion of  inferior  agents,  it  might  be  expected  that 
there  would  be  substituted  that  keenness,  activi- 
ty, intelligence,  and  accuracy,  which  are  the 
offspring  of  private  interest.  Nor  would  this  ex- 
pectation be  disappointed.  Such  qualities  would 
speedily  be  generated,  but  their  direction  would 
render  them  detrimental,  rather  than  beneficial, 
to  the  nation. 

Besides  attention  to  the  state  of  markets,  eco- 
nomy in  the  establishments,  and  fidelity  in  the 
inferior  agents,  which  are  requisite  to  the  suc- 
cess of  all  merchants,  a  monopolist  has  two  addi- 
tional means  of  enriching  himself.  He  may  en- 
hance the  price  of  his  commodity  without  fear  of 
competition ;  and  he  may  deteriorate  its  quality. 
To  the  first  some  limits  may  be  assigned  in  his 
contract  with  government ;  but  it  is  rarely  that 
any  description  of  the  quality  of  goods  can  be 
rendered  sufficiently  precise  to  guard  against  the 
last.  There  remain,  therefore,  but  two  checks 
on  his  rapacity,  the  possibility  of  the  article  be- 
ing generally  disused,  and  the  prevalence  of 
contraband  trade.  Against  the  one  he  is  secure, 
if  the  article  be  either  a  necessary,  or  a  luxury 
with  which  habit  and  fashion  are  unwilling  to 
dispense ;  against  the  other,  he  seeks  to  guard 
himself  by  sanguinary  punishments,  inflicted 
without  mercy. 
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It  is  only  in  the  infancy  of  the  financial  sys- 
tem, that  recourse  is  likely  to  be  had  to  expedi- 
ents so  pregnant  with  public  evil.    But  once  es- 
tablished, monopolies  are  with  difficulty  abolish- 
ed.    Government  finds  it  embarrassing  to  levy 
an  equal  revenue  with  the  same  ease  and  certain- 
ty ;  burdens  to  which  the  people  have  long  been 
accustomed,  however  grievous,  are  submitted  to 
without  much  reflection  or  repining  ;  the  igno- 
rant may  be  persuaded  that  there  is  something 
peculiar  in  the  nature  of  the  trade  which  would 
render  fair  competition  fatal  to  its  existence; 
arid  the  wisdom  of  pur  ancestors,  or  the  dangers 
of  innovation,  will,  on  every  subject,  appear  un- 
answerable arguments  to  indolence,  timidity,  and 
folly.    Accordingly  the  existence  of  monopolies 
was  pertinaciously  defended  by  the  princes  of  the 
Tudor  line,  against  the  good  sense  and  patriotism 
of  the  commons  of  England ;  and  in  France, 
where  public  opinion  continued  longer  unenlight- 
ened and  despised,   many  monopolies,  among 
which  that  on  salt  was  the  most  oppressive,  re- 
mained to  be  swept  away  by  the  revolution. 

Of  the  monopolies  that  have  at  different  times 
existed  in  England,  the  lottery  is  the  only  one 
which,  with  a  view  to  revenue,  has  been  al- 
lowed to  continue.*     In  it  there  is  no  commo- 

*  The  monopoly  of  the  India  company  cannot  be  consider- 
e4  as  productive  of  revenue ;  for,  if  the  same  commodities 
were  imported  by  private  traders,  the  same  customs  might  be 
levied. 
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dity  of  which  the  quality  can  be  deteriorated  for 
the  sake  of  private  gain.  If  the  value  of  the  prizes 
be  secured,  the  interest  of  the  public,  in  this  re- 
spect, is  sufficiently  guarded.  The  price  of  the 
tickets  may,  indeed,  be  raised  higher  than  it  would 
have  been  under  fair  competition  ;  but  if  the 
lottery  be  disposed  of  to  the  highest  bidder,  what- 
ever exceeds  a  reasonable  profit  to  the  contrac- 
tor may  be  brought,  without  expense  or  reduc- 
tion, into  the  coffers  of  the  state.  The  lottery, 
therefore,  maybe  considered  as  levying  a  revenue, 
in  a  manner  neither  expensive,  nor  oppressive, 
nor  unjust,  from  the  follies,  and,  in  some  cases, 
from  the  vices  of  the  people. 

It  is  of  importance,  however,  to  enquire  whe- 
ther in  doing  so,  the  government  does  not  in  some 
measure  increase  that  folly  and  sanction  those 
vices.  Gaming  is  so  certainly  ruinous  to  the 
fortune  and  character  of  those  who  engage  in  it, 
that,  although  in  moderation  it  may  be  excused 
in  the  rich,  who,  from  want  of  regular  occupation, 
have  recourse  to  what  may  interest  their  passions, 
and  beguile  them  of  their  time,  it  never  fails  to 
mark  extreme  thoughtlessness  and  dissipation  in 
those  of  inferior  rank.  A  tradesman  known  to 
frequent  a  gaming  house  would  soon  forfeit  his 
credit,  and  be  deserted  by  his  customers.  Ad- 
venturing in  the  lottery,  however,  has  not  the 
same  effects.  He  who,  year  after  year,  purchases 
tickets,  is  neither  branded  as  dissolute  nor  shun- 
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ned  as  in  danger  of  bankruptcy.  Yet,  of  all  spe- 
cies of  gaming,  it  is  probable,  none  can  be  more 
disadvantageous  than  that,  in  which  the  chances 
against  the  adventurer  are  not  only  adequate  to 
the  remuneration  of  the  lottery  contractor,  but 
also  sufficient  to  yield  a  considerable  revenue  to 
the  state. 

The  favour  with  which  this  species  of  gaming 
is  viewed,  may  partly  arise  from  its  appearing  to 
pccupy  little  of  that  time  or  attention  which 
might  be  more  usefully  employed.  But  were  the 
effects  of  the  continuance  and  repetition  of  false 
hopes  justly  estimated ;  the  expenses  encouraged 
by  the  expectation  of  a  prize,  the  hollow  schemes 
formed  only  to  be  abandoned,  the  bitterness  of 
disappointment,  with  its  consequences,  irritabili- 
ty of  temper,  intemperance,  and  despair ;  it  may 
well  be  doubted  whether  any  gaming  is  more  de- 
structive of  industry,  or  more  fatal  to  domestic 
peace.  Were  lottery  offices  to  be  opened  mere- 
ly by  sufferance  of  the  state,  experience  of  the 
evils  which  they  entail  upon  the  people  would 
render  them  as  discreditable  as  other  gaming- 
houses. Avoided  by  the  sober  and  industrious, 
they  would  be  frequented  only  by  those  whose 
passions  cannot  be  repressed  by  the  marked  dis- 
approbation of  their  friends. 

It  is  otherwise  when  a  vice  seems  to  be  ap- 
proved of,  and  almost  recommended,  by  the  le- 
gislature.  The  inconsiderate  conclude  that  what 
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is  yearly  sanctioned  by  law  must  be  innocent, 
the  loyal  (in  the  usual  sense  of  the  word)  that 
what  increases  the  public  revenue  should  be  en- 
couraged ;  and  those  disposed  to  trust  to  chance, 
rather  than  industry,  for  the  advancement  of  their 
fortune,  seize  with  avidity  the  opportunity  of  in- 
dulging their  passions,  uncensured  by  the  world. 
The  force  of  example  spreads  the  mischief  still 
wider,  and  habit  so  strengthens  a  propensity, 
which  the  fear  of  disapprobation  might  have  sti- 
fled in  its  birth,  that  many  subject  their  families 
to  severe  privations,  from  the  foolish  desire  of  be- 
ing constantly  in  the  way  of  that  fortune,  which, 
by  regular  industry,  they  might  almost  certainly 
command.  If  in  any  case  it  be  proper  for  go- 
vernment to  interfere  with  private  conduct  not 
directly  prejudicial  to  the  rights  of  others,  gaming, 
which  brings  such  misery  and  so  many  vices  in 
its  train,  surely  is  that  case.  Government  in- 
deed does  interfere,  but  to  sanction,  not  to  re- 
press, the  evil ;  to  foster  and  encourage,  for  the 
sake  of  revenue,  a  vice,  which,  perhaps  more 
than  any  other,  leads  to  private  misery  and  pub- 
lic disorder. 


PART  III. 


OF  NATIONAL  DEBT. 


INTRODUCTION. 


Of  the  expenses  of  the  state,  some  are  regular 
and  permanent,  occurring  nearly  to  the  same 
extent  in  each  successive  year ;  others  are  occa- 
sional and  temporary,  producing,  at  particular 
conjunctures,  a  demand  for  public  revenue  great- 
ly beyond  that  of  ordinary  times.     The  perma- 
nent expenses  constitute  what  is  usually  called 
the  peace  establishment,  and  include   all  the 
charges  attending  the  ordinary  military  force, 
the  administration  of  justice,  the  institutions  for 
promoting  religion,  education,   and  commerce, 
the  salaries  of  those  officers  who  are  entrusted 
with  the  administration  of  public  affairs,  and  the 
interest  of  the  national  debt  when  such  a  debt  has 
been  contracted.      The  extraordinary  expendi- 
ture of  the  state  has  its  origin  almost  entirely  in 
war,  or  in  warlike  preparation. 
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In  every  country,  except  perhaps  at  seasons 
of  peculiar  embarrassment,  the  whole  of  the  or- 
dinary peace  establishment  has  been  supported 
by  property  belonging  to  the  community,  or 
provided  for  by  contributions  levied  annually 
from  the  inhabitants.  To  borrow  money  for  this 
purpose  would  be  to  accumulate  upon  posterity 
those  burdens  which  the  present  generation  ought 
itself  to  bear.  In  the  course  of  a  short  time, 
the  interest  on  the  annual  loans  would  equal  the 
ordinary  expenditure  of  the  state*  and,  in  a  few 
years  after,  would  greatly  exceed  it;  the  diffi- 
culty both  of  negociating  loans  and  of  levying 
taxes  to  pay  the  interest,  would  annually  in- 
crease, and  national  bankruptcy  would  at  last 
become  inevitable. 

The  extraordinary  expenditure  occasioned  by 
war,  has  usually  been  defrayed,  in  modern  times, 
by  a  loan.  To  raise  at  once  so  great  a  sum 
by  new  taxes,  would  occasion  very  general  dis- 
content, and  might  frequently  be  impractica- 
ble, without  the  commission  of  great  injustice,  or 
the  destruction  of  some  of  the  sources  of  national 
prosperity.  But  to  negociate  a  loan,  in  a  com- 
mercial country,  is  a  matter  of  little  difficulty  ; 
to  find  taxes  to  pay  the  interest,  without  inter- 
fering materially  wTith  any  brafich  of  national  in- 
dustry, requires  no  great  financial  ingenuity; 
and  to  reconcile  the  nation  to  the  slight  priva- 
tions occasioned  by  such  taxes,  the  general  irri- 
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tation  arising  from  the  most  trivial  national  dis- 
putes will  usually  be  sufficient.  At  the  com- 
mencement of  a  war,  its  speedy  and  glorious 
termination  is,  for  the  most  part,  confidently 
predicted,  and  it  is  imagined  that  the  debt  which 
is  contracted  in  times  of  difficulty  will  easily 
be  paid  off,  or  at  least  the  interest  upon  it  easily 
discharged,  during  the  prosperous  period  of  the 
ensuing  peace. 

These  advantages  attending  loans  may  suffi- 
ciently account  for  the  very  general  preference 
which  they  have  obtained,  in  modern  times,  over 
the  practice  of  levying  contributions  equal  to  the 
annual  expenditure  of  wars.  Whether  they  are 
not  counterbalanced  by  other  disadvantages  must 
be  ascertained  by  examining  the  effects  of  the 
funding  system  on  the  general  progress  of  na- 
tional wealth,  and  on  the  external  policy  and  in- 
ternal government  of  the  state. 


CHAPTER  I. 

Of  the  Funding  System  considered  in  reference  to 
the  progress  of  National  Wealth. 

Every  loan,  whether  applied  to  the  ordinary  or 
extraordinary  expenses  of  the  state,  must  absorb 
part  of  the  national  capital.  In  a  commercial 
country,  there  are  no  funds  hoarded  up,  no  sums 
of  money  which  can  be  drawn  from  repositories, 
and  lent  to  the  public,  without  diminishing  that 
stock  by  which  industry  is  supported.  There  is 
consequently  no  person  who  can  lend  to  govern- 
ment, without  circumscribing  his  own  trade  or 
that  of  others.  What  is  so  lent  was  formerly  ca- 
pital; but  no  sooner  does  it  reach  the  public 
treasury,  than  it  loses  this  character,  and,  in 
place  of  giving  rise  to  production,  equal  both  to 
its  amount  and  to  a  profit  on  its  employment,  it 
is  converted  into  a  fund  destined  to  the  imme- 
diate expenditure  of  the  state.  The  amount  of  a 
loan,  therefore,  is  the  exact  measure  of  the  capi- 
tal that  has  been  consumed.  * 

*  The  only  exception  to  the  remark  in  the  text  arises  from 
the  economy  of  those  individuals  paid  by  the  state.  Whatever 
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Nor  does  a  public  loan  create  any  new  induce- 
ment to  economy,  by  which  this  waste  of  capi- 
tal niight  be  repaired.  No  one  finds  his  wealth 
directly  diminished  by  the  increase  of  nation- 
al debt.  Some  may  be  obliged  to  restrict  their 
trade,  the  demand  for  labour  may  fall  off,  and 
the  taxes  raised  to  pay  the  interest  will  in  some 
degree  be  felt  by  all :  but  those  whose  income  is 
thus  contracted,  will  be  well  satisfied  if  they  can 
effect  a  proportional  reduction  of  their  expen- 
diture. It  is  not  at  a  time*  when  some  priva- 
tions are  requisite  to  prevent  impoverishment, 
that  we  can  expect  farther  economy  in  the  view 
of  amassing  wealth.  The  ordinary  accumulation 
Is  likely  to  be  retarded  by  new  sources  of  ex- 
penditure, of  which  the  amount  and  effects  are 
not  at  once  perceived;  certainly  it  cannot  be 
accelerated j  either  by  the  absorption  of  produc- 
tive capital,  or  by  taxes  affecting  the  income  of 
the  inhabitants. 

A  contribution,  on  the  other  hand,  if  for  the 
purpose  of  supporting  the  ordinary  peace  esta- 
blishment, holds  out  new  inducements  to  pri- 
vate economy.  Each  person  considers*  his  taxes 
as  part  of  that  annual  expenditure  which  is  to  be 
proportioned  to  his  annual  income.  If  he  find 
that  he  is  living  at  greater  expense  than  is  con- 

they  may  save  from  their  salaries  continues  to  form  part  of 
the  national  capital. 
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sistent  with  his  plans  of  bettering  his  condition* 
from  whatever  cause  this  extravagance  may  have 
arisen,  whether  from  his  own  indulgences,  the 
rise  of  the  price  of  commodities,  or  additional 
taxes  imposed  by  the  state,  he  immediately  sets 
about  correcting  the  error  into  which  he  has 
fallen.  He  will  thus  pay  his  share  of  the  public 
contributions  by  his  own  privations ;  his  parsi- 
mony will  supply  the  expenditure,  even  though 
lavish,  of  the  government;  and  the  riches  of  the 
inhabitants,  the  amount  of  the  annual  produce 
of  the  land,  capital,  and  labour,  will  be  unim- 
paired. 

The  ordinary  peace  establishment,  then,  if 
raised  by  taxes  within  the  year,  though  it  may 
steal  away  some  of  the  comforts  and  luxuries  of 
the  people,  occasions  no  loss  of  national  capital 
similar  to  that  which  ensues  from  a  loan.  As 
long  as  the  nation  will  submit  to  privations,  the 
utmost  extravagance  of  government  is  attended 
with  no  general  impoverishment ;  the  only  ef- 
fect of  public  profusion  being  to  increase  that 
private  parsimony,  by  which  its  demands  are 
supplied,  and  its  evil  consequences  corrected. 

The  same  observation,  however,  cannot  be 
extended  to  those  expenses  which  are  of  an  oc- 
casional and  temporary  nature.  Whether  such 
expenses  be  defrayed  by  loans  or  by  contribu- 
tions, they  must  necessarily  consume  part  of  the 
capital  already  existing,  and  for  some  time  pre- 
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vent  its  farther  increase.  Each  person  regu- 
lates the  ordinary  economy  of  his  family  accord- 
ing to  the  ordinary  free  income  which  he  expects 
to  possess  ;  and  having  so  ordered  his  expenses 
as  to  leave  an  annual  surplus  destined  to  improve 
his  circumstances,  he  is  unwilling,  on  account  of 
a  temporary  demand,  to  make  a  sudden  and  vi- 
olent change  in  his  establishment.  If  the  unu- 
sual expenditure  be  to  a  small  amount,  he  satis- 
fies himself  with  the  hope  that  it  will  not  soon 
recur ;  if,  on  the  contrary,  it  be  to  a  very  great 
extent,  he  brings  down  his  ideas  of  a  compe- 
tency, and  reconciles  his  mind  to  a  degree  of 
impoverishment  which  he  sees  no  means  of  es- 
caping. 

The  expenses  of  a  modern  campaign  to  Bri- 
tain are  probably  more  than  five  shillings  in  the 
pound  of  the  free  income  of  all  the  inhabitants. 
It  would  surely  be  in  vain  to  expect  such  a  re- 
trenchment as  might  save  this  sum  within  the 
year.  To  make  a  great  and  sudden  change  in 
the  style  of  living,  even  when  absolutely  neces- 
sary, requires  a  great  effort,  of  which,  while  a 
probability  remains  of  the  war  being  soon  at  an 
end,  neither  the  necessity  nor  propriety  will  be 
apparent.  In  such  circumstances,  the  greatest 
retrenchment  likely  to  be  proposed  even  by  the 
prudent,  would  extend  only  to  what  might  be 
requisite,  by  repairing,  during  several  years  of 
peace,  the  breach  that  had  been  made  in  their 
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fortunes,  again  to  replace  them  in  that  degree 
of  wealth  from  which,  for  a  time,  they  had  some- 
what descended.  In  the  first  instance,  they 
would  find  it  necessary  to  pay  their  proportion 
of  the  war  expenditure  from  their  own  capital, 
or,  by  borrowing  the  money,  from  the  capital  of 
others ;  and  their  incomes  being  reduced  by  the 
contraction  of  their  trade,  or  the  payment  of  in- 
terest, the  project  of  repairing  the  loss  of  capi- 
tal would  be  very  apt,  from  its  increasing  diffi- 
culty, to  be  postponed  to  a  distant  period.  Un- 
til this  time  arrived,  the  national  wealth  could 
not  again  attain  that  point  from  which  it  had 
declined;  and  even  after  this,  it  must  remain 
permanently  below  the  elevation  which  it  would 
otherwise  have  reached,  by  a  sum  equal  to  all 
the  accumulation,  which,  had  there  been  no  war 
expenditure,  would  annually  have  taken  place. 

The  funding  system  does  by  one  general  ar- 
rangement, what,  were  there  no  public  loan, 
would  be  done  in  most  cases  by  private  agree- 
ments. Those  whose  property  is  in  lands,  or 
who  are  in  possession  of  a  lucrative  trade,  if  they 
could  not  save  their  proportion  of  the  contribu- 
tion from  their  ordinary  expenditure,  would  en- 
deavour to  borrow  it  from  some  of  their  neigh- 
bours. This  they  would  prefer  to  the  only  alteiv 
native,  the  restriction  of  their  commercial  trans- 
actions, or  the  disposal  of  part  of  their  estates. 
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There  might,  however,  be  considerable  difficulty 
in  the  several  borrowers  and  lenders  finding  out 
each  other,  and  no  small  embarrassment  in  com- 
mercial affairs,  before  the  necessary  transactions 
were  completed  all  over  the  country. 

What  would  thus  be  slowly,  and  in  many  in* 
stances  inconveniently,  effected  by  a  number  of 
private  agreements,  is  completed  with  ease  and 
expedition  by  a  public  loan.     This  loan  is  no- 
thing but  a  wholesale  bargain  between  some  capi* 
talists  and  the  rest  of  the  nation,  concluded  by 
the  intervention  of  government,  for  the  interest 
of  all  parties.     It  prevents  the  necessity  of  each 
individual  withdrawing  his  prqportion  of  the  war 
expenditure  from  his  own  trade,  or  borrowing 
it  on  his  private  credit;  but  it  does  this  only  by 
making  it  the  interest  of  a  part  of  the  people  to 
dedicate  a  greater  portion  of  their  wealth  to  the 
public  service,  in  return  for  an  annual  income  se- 
cured to  them  by  the  state.     Between  this  ex- 
tensive contract  entered  into  by  government, 
and  a  bargain  concluded  by  each  inhabitant  for 
his  particular  quota,  there  is  no  difference  except 
the  superior  facility  which  recommends  the  pub- 
lic loan  to  the  one  party,  and  the  superior  securi- 
ty and  saleableness  in  the  market  which  recom- 
mend it  to  the  other.     The  effect  on  the  national 
wealth  of  these  two  modes  of  supplying  the  pub* 
lie  treasury  is  precisely  the  same. 
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The  capitalist,  who  supplies  the  wants  of  the 
state,  must  withdraw  the  whole  sum  which  he 
undertakes  to  furnish,  either  from  his  own, trade, 
or,  by  calling  in  money  lent  at  interest,  from  the 
trade  of  others.  To  him,  indeed,  there  will  be 
no  loss  from  the  transaction ;  on  the  contrary, 
in  the  hour  of  public  need,  there  may  probably 
be  great  gain  ;  but  this  gain  is  not  like  mercan- 
tile profit,  derived  from  the  employment  of  the 
capital  itself;  it  is  a  charge  on  the  other  inha- 
bitants, which  they  must  pay  from  their  annual 
incomes  arising  from  other  sources,  from  the  an* 
nual  rents  of  their  lands,  the  annual  production 
of  other  capital,  or  the  annual  wages  of  their 
labour. 

It  makes  no  difference  that  the  capitalist  who 
contracts  for  the  loan  frequently  fulfils  his  agree- 
ment, without,  in  any  respect,  altering  the  desti- 
nation of  his  private  funds.  This  he  is  enabled 
to  do,  only  by  disposing  of  the  transferable  go- 
vernment securities  which  are  put  into  his  pos- 
session ;  and,  if,  by  such  a  sale,  his  own  stock  in 
trade  remain  entire,  that  of  the  purchaser  who 
comes  under  his  engagements  must  be  diminish- 
ed. From  whatever  source  the  money  may  ul- 
timately be  drawn,  that  which  was  formerly  ca* 
pital  must  be  delivered  to  government  for  the 
purpose  of  being  expended  in  the  war,  after  which 
it  can  no  longer  put  in  motion  industry,  effect 
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exchanges,  or,  in  any  mode,  re-produce  itself  with 
a  profit. 

In  as  far  as  public  loans  merely  supply  the 
place  of  private  loans,  or  prevent  capital  from  be- 
ing withdrawn  from  the  trade  of  the  contribu- 
tors, the  usual  complaint,  that  the  funding  sys- 
tem throws  the  burdens  created  by  war  on  the 
posterity  of  those  for  whose  interests  or  caprices 
such  wars  are  undertaken,  seems  unfounded.    If 
national  wealth  must  be  diminished  to  the  same 
extent  by  a  war  expenditure,  whether  defrayed 
by  contribution  within  the  year,  or  by  loan,  it 
is  immaterial  to  the  interests  of  posterity  which 
of  these  modes  of  supplying  the  public  wants 
may  be  preferred.     There  is  surely  no  greater 
injustice  in  a  person  creating  a  perpetual  charge 
against  his  children,  than  in  alienating  those 
riches  which  would  otherwise  have  descended  to 
his  heirs.  No  one  would  complain  of  being  load- 
ed with  a  debt,  contracted  in  order  to  preserve 
to  him  a  property  much  more  beneficial  than  the 
debt  was  burdensome.  It  is  indeed  a  duty  which 
we  owe  both  to  ourselves  and  posterity,  to  take 
care  that  the  national  wealth  is  not  wasted  on 
unjust,  unnecessary,  or  impolitic  wars  ;  but  if 
the  expenditure  be  justified  by  the  circumstan- 
ces in  which  the  country  is  placed,  it  is  for  the 
interest,  both  of  the  present  and  future  genera- 
tions, that  the  defalcation  of  capital,  which  can- 
not be  prevented,  should  be  productive  of  the 


ON  NATIONAL  WEALTH.  307 

least  possible  loss  or  inconvenience  to  indivi- 
duals, and  the  smallest  possible  derangement  of 
the  ordinary  business  of  society.  * 

But  although  the  expenditure  of  one  or  a  few 
campaigns,  whether  raised  by  a  loan  or  by  taxes 
within  the  year,  must,  nearly  in  the  same  de- 
gree, diminish  national  wealth,  it  does  not  follow 
that,  during  the  whole  course  of  a  protracted 
warfare,  those  two  modes  of  supplying  the  pub- 
lic wants  will  equally  be  attended  with  this  ef- 
fect. When  a  war  has  continued  for  some  time, 
the  expense,  if  levied  within  the  year,  will  at  last 
generate  private  economy.  He  who,  without 
much  inconvenience,  could  borrow  his  part  of 
one  year's  contribution,  or  withdraw  it  from  his 
trade,  will  find  the  difficulty  of  doing  either  an- 
nually increase.  He  who  was  content  to  sus- 
pend for  a  short  time  his  usual  accumulation, 
must  see,  in  the  continuance  of  that  suspension, 
the  complete  disappointment  of  his  hopes  of  bet- 
tering his  own  condition,  or  providing  foF  the 
establishment  of  his  family :  and  even  the  great- 
est adept  in  self-delusion  will  be  forced  to  ac- 
knowledge that  the  termination  of  a  war,  which 

*  It  may  be  said  that  the  interest  of  a  loan  is  levied  in 
part  from  the  labouring  class,  %ho,  having  no  wealth,  could 
not  be  forced,  by  the  most  refined  financial  skill,  to  bear  any 
part  of  a  war  contribution.  But  tllis  injustice  is  not  charge- 
able against  the  funding  system,  but  against  the  particular 
taxes  that  are  imposed  to  pay  the  interest  of  the  loan. 
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has  hitherto  been  prolonged  so  much  beyond 
his  hopes*  may  yet  be  distant.    The  war  ex- 
penditure, ceasing  to  be  separated  in  idea  from 
the  peace  establishment,  will  be  blended  with 
the  other  expenses  of  the  inhabitants,  and  by  de- 
grees new  privations  wilPbe  submitted  to,  unless 
means  rjan  be  devised  to  increase  the  annual  in- 
come*   The  ordinary  accumulation  of  wealth, 
which  had  been  suspended  while  the  effects  of 
ike  war  expenditure  might  be  overlooked  by 
the  careless,   or  disregarded  by  the  sanguine, 
will  again  resume  its  progress.    Its  advancement 
will,  indeed,  be  retarded  by  the  general  unwil- 
lingness to  relinquish  habitual  indulgences,  or 
descend  from  former  splendour ;  but  the  desire 
of  bettering  his  condition  is  too  deeply  implant- 
ed in  man  to  be  eradicated,  unless  by  circum- 
stances which  induce  despair. 

If,  therefore,  efficient  taxes  could  be  contri- 
ved for  levying  the  war  expenditure  within  the 
year,  it  wrould  be  only  the  first  campaigns  that 
would  altogether  be  supported  from  the  capital 
of  the  nation.  The  inhabitants  would  gradually 
accommodate  themselves  to  the  new  circumstan- 
ces in  which  they  are  placed  ;  private  parsimony 
would  in  some  measure  compensate  for  public 
profusion ;  and  the  wealth  of  the  people,  if  it 
did  not  increase  as  rapidly  as  formerly,  would 
suffer  no  further  diminution. 
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It  is  otherwise  when  the  war  expenditure  is 
provided  for  by  loans.   The  ordinary  accumula- 
tion of  individuals  is  little  interrupted ;  but  a 
portion  of  the  capital  already  acquired  is  annu- 
ally carried  to  the  public  treasury,  where  it  is 
speedily  consumed.     The  same  conversion  of 
«tock  to  the  purposes  of  immediate  consumption 
is  annually  repeated.     In  this  respect,  there  is 
no  difference  between  the  first  year  of  a  war  and 
the  last.     Public  profusion,  however  great,  be- 
gets no  private  economy,  by  which  its  waste 
might  be  repaired ;  or,  to  speak  more  accurately, 
the  new  motives  that  are  held  out  to  parsimony 
arise  only  from  the  taxes  by  which  the  interest 
of  the  loan  is  to  be  paid.   He  who  saves  his  pro- 
portion of  these  taxes  from  his  ordinary  expen- 
ses, carries  on  his  accumulation  as  rapidly  as  if 
there  were  no  war ;  although  the  whole  amount 
of  the  loan  is  annually  withdrawn  from  the  funds 
which  cultivated  the  land,  employed  the  people, 
or  effected  exchanges  of  commodities.     In  this 
point  of  view,  the  disadvantages  of  the  funding 
system,  unless  when  wTars  are  of  very  short  dura- 
tion, are  incontestable  \  but  there  are  other  as- 
pects in  which  that  system  may  claim  a  prefer- 
ence to  the  practice  of  raising  the  extraordinary- 
supplies  within  the  year. 

At  the  commencement  of  every  war,  there  is 
a  considerable  derangement  of  the  ordinary  course 
of  trade.  Some  channels  are  interrupted,  others 
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altogether  stopped  up  ;  and  the  capital  which 
was  accustomed  to  run  in  those  channels  is  forced 
to  seek  new  issues.     During  the  continuance  of 
a  war,  too,  many  occurrences  take  place  which 
narrow  the  market  for  particular  kinds  of  goods. 
The  loss  of  a  colony,  the  conclusion  or  infringe- 
ment of  a  treaty,  the  increased  rate  of  freight, 
the  danger  of  capture,  or  the  variation  of  foreign 
exchange ;  any  one  of  these  circumstances  may 
exclude  our  produce  from  countries  where  it  for- 
merly found  an  extensive  and  regular  demand. 
Capital  is  thus,  from  time  to  time,  thrown  idle, 
in  circumstances  that  may  render  its  possessor 
unwilling  to  engage  in  new  speculations.   Those 
branches  of  trade  which  are  flourishing  may  be 
unknown  to  him,  or  they  may  be  attended  with 
more  risk  than  he  is  willing  to  run,  or  they  may 
be  of  such  a  nature  that,  if  he  were  to  embark 
in  them,  he  could  not  withdraw  his  capital  at  the 
return  of  peace,  when  he  might  again  wish  to  re- 
sume his  former  employment.     He  is,  therefore, 
inclined  to  lend  his  money  to  government,  until 
he  may  find  a  better  use  for  it  5  and  thus  the  pub- 
lic expenditure  will  be  defrayed  without  cramp- 
ing or  contracting  any  of  those  branches  of  busi- 
ness which  continue  to  be  prosperous.  No  doubt, 
without  public  loans,  a  great  part  of  the  capital 
thrown  out  of  its  usual  track  by  the  vicissitudes 
of  war,  wTould,  of  itself,  take  the  same  direction. 
Those  merchants,  whose  trade  was  unembarrass- 
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ed,  would  prefer  borrowing  the  amount  of  their 
contribution,  to  the  contraction  of  their  business; 
and  if  they  were  in  good  credit,  or  could  offer 
sufficient  security,  such  as  were  possessed  of  spare 
capital  would  lend  it  to  them,  almost  as  readily 
as  to  the  state.  But  some  time  would  necessari- 
ly elapse  before  these  two  parties  became  ac- 
quainted with  each  other's  wants,  and  many  dif- 
ficulties would  occur  before  such  as  could  best 
employ  the  stock  were  in  a  condition  to  give  sa- 
tisfactory security  for  its  punctual  repayment. 
By  a  public  loan,  that  is  done  instantly  and  al- 
most imperceptibly,  which  could  otherwise  be  ac- 
complished but  slowly,  after  having  occasioned 
much  temporary  loss,  anxiety,  and  embarrass- 
ment. 

The  capital  thus  thrown  idle  at  the  commence- 
ment of  a  war,  or  in  consequence  of  its  vicissi- 
tudes, will  not,  in  ordinary  cases,  be  nearly  suf- 
ficient for  the  annual  expenditure,  and  the  defi- 
ciency must  be  supplied,  by  withdrawing  stock 
from  what  still  continue  to  be  profitable  employ- 
ments. But  it  seems  more  advantageous  to  pro- 
cure this  supply  also,  by  public,  than  by  private, 
loans.  Many  circumstances  unconnected  with 
war  are  constantly  deranging  that  equality  of 
-profits  in  the  several  branches  of  trade,  which 
the  competition  in  those  employments,  for  the 
time  most  lucrative,  tends  constantly  to  restore. 
But  besides  that,  in  this  way,  the  strict  equality 
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of  profits  is  only  an  approximation  to  the  truth, 
there  are  also  circumstances,  not  immediately  re- 
solvable into  profit,  which  render  it  more  advan- 
tageous, both  for  individuals  and  the  public,  that 
any  unavoidable  deficiency  of  capital  should  af- 
fect some  employments,  rather  than  others.  Oc- 
casional adventures  may,  for  the  most  part,  be 
abandoned,  without  any  loss,  except  that  of  ex- 
pected profit.  More  regular  and  constant  busi- 
ness, such  as  internal  commerce,  the  retail  trade, 
the  supply  of  the  raw  material  for  manufactures, 
and  these  manufactures  themselves,  are  incapa- 
ble, without  much  loss  and  inconvenience,  of  be- 
ing laid  aside  for  a  time  and  afterwards  resumed. 
Wherever  expensive  machinery  is  employed,  a 
temporary  interruption  would  be  attended  with 
the  diminution  of  the  profits  of  the  fixed,  as  well 
as  of  the  circulating,  capital;  perhaps  with  the 
deterioration  of  the  machinery,  and  the  total 
loss  of  what  has  been  laid  out  on  its  construction. 
It  is,  therefore,  both  for  the  advantage  of  the  ca- 
pitalist and  of  the  state,  that  the  stock  of  the 
speculator  should  be  diminished,  rather  than  that 
of  the  home^merchant,  manufacturer,  or  retailer, 
and  that  the  stock  of  the  latter  should  be  with- 
drawn from  its  usual  direction,  rather  than  that 
which  is  wanted  for  the  cultivation  of  the  land, 
or  the  full  working  of  machinery  already  erect- 
ed. When  a  loan  is  opened,  that  portion  of  the 
national  wealth  which  can  most  easily  be  spared 
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is  naturally  subscribed.  The  premium  and  inte- 
rest, which  induce  a  merchant  to  suspend  his  oc- 
casional speculations,  would  be  no  compensation 
for  dismissing  workmen  who  might  not  again 
be  easily  collected,  or  parting  with  constant  cus- 
tomers who  might  never  be  regained.  Far  less 
would  any  ordinary  temptation  prevail  on  him 
whose  circulating  capital  was  merely  sufficient 
for  the  due  employment  of  his  machinery,  to  stop, 
and  perhaps  ultimately  to  injure,  his  works.  In 
this  way,  a  public  loan  selects  that  stock  for  con- 
sumption, which,  either  from  its  ordinary  inves- 
titure, or  from  accidental  circumstances,  can  be 
most  easily  spared.  If  the  war  supplies  were  le- 
vied within  the  year,  there  could  be  no  selection 
of  this  kind.  Every  branch  of  business  would  at 
first  be  equally  affected,  and  every  description  of 
capital  equally  diminished.  By  private  loans, 
indeed,  if  the  law  of  usury  were  repealed,  this 
equality  would  soon  be  disturbed,  and  those  who 
found  the  greatest  disadvantage  in  narrowing 
their  business  would  gradually  induce  others,  by 
high  premiums,  to  transfer  to  them  the  command 
of  their  stock  ;  but  before  this  was  effected,  much 
embarrassment,  and  sometimes  irretrievable  loss, 
might  ensue. 

The  operation  of  the  funding  system  is  not, 
however,  confined  to  the  absorption  of  capital 
which  is  either  thrown  out  of  employment  or 
easily  allured  to  the  service  of  the  state.    Per- 
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haps  the  greater  part  of  every  loan,  and  certainly 
nearly  the  whole  of  the  money  that  continues 
permanently  vested  in  public  funds,  is  what,  if 
there  were  no  such  funds,  would  have  been  lent 
on  private  security,  but  is  now  drawn  by  supe- 
rior advantages  to  the  public  treasury. 

When  new  stock  is  brought  to  market,  by  a 
contract  for  a  new  loan,  and  the  consequent  crea- 
tion of  new  government  securities,  the  price  of 
stocks  must  fall,  or,  in  other  words,  the  annual 
income  which  may  be  drawn  from  the  investiture 
of  a  certain  sum  of  money  in  the  public  funds, 
must  increase.  Like  all  other  commodities,  the 
price  of  stock  is  regulated  by  the  quantity  offered 
for  sale  compared  with  the  demand.  Before  the 
new  loan  was  negociated,  there  must  have  been 
a  certain  number  of  the  inhabitants,  and  no  more 
than  this  certain  number,  who,  from  confidence 
in  the  public  security,  the  advantage  of  having 
their  money  always  at  command,  the  hopes  of  a 
speedy  termination  of  the  war,  or  other  views  of 
convenience  and  profit,  were  content  with  the 
income  at  that  time  yielded  by  money  placed  in 
the  public  funds.  The  new  stock  is  a  fresh  sup- 
ply of  the  article  for  which  no  purchasers,  at  the 
old  price,  can  be  found.  The  price  of  stock  will 
consequently  fall,  till  the  additional  income  which 
it  yields  may  be  sufficient  to  induce  more  people 
to  adopt  this  mode  of  investing  their  wealth.* 

*  If  stocks  do  not  always  fall  on  the  contraction  of  new  pub- 
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Money  lent  on  private  security  will  in  conse- 
quence be  called  up,  and  for  the  same  reason,  it 
will  become  difficult  for  the  merchant  to  replace, 
by  a  new  loan,  what  has  thus  been  withdrawn 
from  his  direction.  In  proportion  as  his  credit- 
ors are  induced  to  vest  their  money  in  public  se- 
curities, he  will  therefore  find  it  necessary  to 
contract  his  trade.  But  if  the  rate  of  interest  be 
left  to  regulate  itself  according  to  the  state  of 
the  money  market,  those  merchants  whose  ordi- 
nary profits  are  the  lowest,  or  to  whom  a  tempo- 
rary suspension  of  trade  is  the  least  inconvenient, 
will  be  the  first  to  refuse  acquiescence  in  the  rise 
of  interest  occasioned  by  the  new  demands  of 
the  state ;  and  the  loan  wTill  still  withdraw  from 
production  only  that  stock  which  can  most  easi- 
ly be  spared.  If,  on  the  contrary,  there  be  a 
general  law,  fixing  the  rate  of  interest,  the  va- 
rious branches  of  business,  whether  profitable  or 
not,  whether  capable  or  not  of  being  abandoned 
for  a  time  and  afterwards  resumed,  whether  em- 
ploying fixed  or  circulating  capital,  will  be  cramp- 
ed pretty  much  in  an  equal  degree.  The  creditor 
will  consider,  not  the  inconvenience  to  which  he 
may  put  his  debtor,  but  the  comparative  advan- 
tages to  himself  of  public  or  of  private  security. 
Even  in  such  a  case,  however,  it  is  probable  that 

lie  debt,  this  is  to  be  ascribed  to  the  loan  being  foreseen,  and 
consequently  to  arrangements  being  gradually  made  by  those 
who  are  desirous  of  subscribing  towards  it* 


3 1 6  OF  THE  EFFECT  OF  LOANS 

there  will  not  be  so  great  a  reduction  of  mercan- 
tile capital  in  the  most  profitable  branches  of 
trade,  as  in  those  which,  being  less  advantageous, 
give  less  spur  to  the  activity  of  the  merchant  in 
negociating  loans  ;  and,  at  any  rate,  the  incon- 
venience, although  ultimately  it  should  be  nearly 
as  great,  would  diffuse  itself  more  gradually,  and 
be  felt  less  severely,  than  if  a  certain  portion  of 
the  wealth  of  each  individual  were,  at  stated  pe- 
riods, to  be  remitted  to  the  public  treasury. 

It  is  not  merely  by  the  increased  difficulty  of 
negociating  permanent  loans,  that  the  reduction 
of  the  capital  of  the  country,  consequent  on 
public  debt,  affects  those  merchants  who  have 
no  direct  connection  with  the  public  funds.  In 
every  nation  at  all  advanced  in  wealth,  there 
must  at  times  be  a  part  of  each  man's  riches  in 
his  possession,  for  which  he  has  no  immediate 
occasion.  This  part  of  his  wealth,  foreseeing  that 
he  will  soon  require  it,  he  can  neither  employ 
in  trade,  nor  lend  out  to  others  for  any  fixed  pe- 
riod of  time.  The  farmer's  rent  while  he  is  col- 
lecting it ;  the  same  rent  from  the  time  it  is  paid 
to  the  landholder  until  it  be  spent ;  the  interest 
received  by  the  capitalist  till,  in  like  manner,  it 
be  consumed ;  the  returns  of  the  merchant  pre- 
viously to  their  being  directed  towards  new  spe- 
culations ;  that  part  of  each  trader's  capital  which 
is  reserved  for  paying  occasional  demands ;  all 
these,  and  probably  some  other  descriptions  of 
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wealth,  are  of  a  nature  which  precludes  their 
loan  for  any  long,  and  usually  for  any  determi- 
nate, time.  Where  commerce  is  not  fully  under- 
stood, such  sums  are  kept  by  their  respective 
proprietors  in  their  repositories,  idle  and  unpro- 
ductive, until  the  demand  for  them  may  occur. 
But,  in  a  commercial  country,  there  arise  bank* 
ers,  a  new  description  of  traders,  who  borrow 
this  money  from  its  several  owners,  under  the 
obligation   of  repaying  it  on  demand.     These 
bankers  act  as  cashiers  or  treasurers  for  the  other 
inhabitants.  Every  sum  of  money  lodged  in  their 
hands  may,  at  anytime,  be  called  up;  but  while 
they  maintain  their  credit  with  the  public,  it  is 
almost  impossible  that  any  such  universal  demand 
upon  them  can  take  place.  The  payments  which 
they  receive  must  always  overbalance  the  drafts 
made  upon  them,  by  the  whole  sum  which,  had 
there  been  no  bankers,  would  have  lain  unpro- 
ductive in  the  coffers  of  all  the  inhabitants.  This 
sum,  though  too  fluctuating  to  permit  its  being 
employed  in  distant  speculations,  may,  without 
imprudence,  be  used  in  such  a  manner,  that,  on 
a  sudden  emergency,  it  can  speedily  be  recalled. 
To  discount  merchants'  bills  at  short  dates  is  an 
obvious  and  advantageous  mode  of  employing 
capital  of  this  description.  The  banker  can  each 
day  proportion  his  discounts  to  the  funds  that 
happen  to  be  in  his  possession :  he  can  thus  keep 
the  whole  of  the  money  lodged  with  him  in  con- 
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stant  employment ;  and,  by  contracting  his  dis- 
counts as  the  demands  of  his  creditors  increase, 
he  can  secure,  by  the  bills  which  he  has  already 
discounted  falling  due,  a  daily  improvement  of 
his  funds.  The  merchant,  on  the  other  hand, 
derives  an  advantage  from  this  accommodation, 
for  which  he  is  willing  to  pay  ordinary  interest, 
and  sometimes  a  premium.  Trusting  to  the  dis- 
count of  his  bills  for  satisfying  any  unforeseen 
demands,  he  is  enabled  to  invest  the  whole  of  his 
stock  in  more  distant  speculations  ;  by  deferring 
his  payments,  while  the  market  is  unfavourable, 
he  can  avoid  the  necessity  of  forcing  a  disadvan- 
tageous sale  of  his  goods  ;  and,  though  at  some 
additional  risk,  he  may  occasionally  push  a  pro- 
fitable trade  farther  than  his  permanent  funds 
would  permit,  till  such  time  as  his  profits  may 
enable  him  to  carry  on  his  business  with  more 
limited  accommodation*. 

When  a  public  loan  is  contracted  for,  the  mo- 
ney is  usually  drawn,  in  the  first  instance,  from 
the  funds  that  would  otherwise  have  been  employ- 
ed in  discounting  the  bills  of  merchants.  Some 
of  those  who  are  in  the  habit  of  lodging  money 
with  bankers  will  be  inclined  rather  to  subscribe 
to  the  loan,  in  the  belief  that,  before  they  have 
occasion  for  it,  they  will  be  able  to  sell  off  their 
stock  to  a  profit.  The  bankers,  also,  knowing 
by  experience  that  a  premium  is  usually  procured 
even  by  a  very  speedy  sale  of  a  share  in  a  new 
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loan,  find  it  more  advantageous,  and  nearly  as 
safe,  to  place  the  money  that  has  been  lodged 
with  them  in  the  new  stock,  as  to  lend  it  to  tra- 
ders, by  discounting  their  bills.  If  it  should  be 
demanded  sooner  than  they  expect,  they  can  al- 
ways raise  it  by  the  sale  of  their  government  se- 
curities ;  if,  on  the  other  hand,  it  be  allowed  to 
remain  in  their  possession,  they  can  wait  the  most 
favourable  opportunity  for  bringing  their  stock 
to  market,  and  then  resume  their  ordinary  trade 
of  discounting  bills.  Accordingly,  for  some  time 
previous  and  posterior  to  the  payment  of  the  in- 
stalments of  a  loan,  money  becomes  what  is  call- 
ed scarce  in  London,  and  occasionally  in  the 
country ;  in  other  words,  merchants  find  it  diffi- 
cult to  procure  those  accommodations,  by  the 
discount  of  their  bills,  to  which  they  are  accus- 
tomed. 

After  a  war  has  continued  for  a  number  of 
years,  bankers  are  apt  to  make  purchases  in  the 
public  funds,  not  with  a  view  to  a  speedy  sale, 
but  with  the  intention  of  waiting  the  return  of 
peace.  By  successive  loans,  so  much  stock  is 
brought  to  market  as  materially  to  sink  its  price. 
The  annual  income  derived  from  money  vested 
in  this  manner  comes  at  last  to  equal,  or  exceed, 
the  legal  rate  of  interest ;  and,  in  addition  to 
this,  the  holder  of  stock,  at  the  return  of  peace, 
is  almost  certain  of  such  a  rise  of  value  as  will 
add  very  considerably  to  his  wealth.   This  temp- 
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tation  leads  bankers  to  adventure  largely  in  the 
public  funds,  and  they  usually  can  do  so  without 
incurring  any  considerable  risk.  Experience 
proves  to  them  that,  in  ordinary  times,  a  certain 
sum  of  money  is  lodged  in  their  coffers,  and  that, 
even  in  the  most  unfavourable  circumstances, 
this  sum  is,  only  to  a  certain  extent,  diminished. 
By  contracting  their  discounts,  they  can  easily 
transfer  to  the  public  funds  a  part  of  what  was 
formerly  employed  in  accommodating  merchants. 
If  they  do  tliis  in  moderation,  it  is  likely  that  they 
may  be  able  to  hold  the  stock  till  the  return  of 
peace,  and  to  enrich  themselves  by  the  sudden 
rise  of  price  which  is  then  likely  to  take  place. 
Should  they  exceed  a  little  in  their  purchases, 
or  unforeseen  circumstances  render  it  advisable 
to  recal  their  funds,  they  have,  in  the  mean  time, 
drawn  as  much  profit  as  they  could  have  derived 
from  their  ordinary  trade,  and  unless  they  had 
purchased  too  early,  or  some  signal  calamity  has 
befallen  the  nation,  they  may  expect  to  sell  at 
an  inconsiderable  loss.  The  money  thus  vested 
by  bankers  in  the  public  funds,  it  is  plain,  must 
be  withdrawn  from  its  former  employment  of  ac- 
commodating the  merchants,  and  discount  of  bills 
must  in  consequence  be  limited. 

In  whatever  way  bankers  may  be  induced  to 
lessen  their  discounts,  the  several  branches  of 
trade  will  be  cramped,  nearly  in  an  equal  de- 
gree.    When  a  bill  is  presented  to  a  banker,  he 


ON  NATIONAL  WEALTH.  321 

considers  the  probability  of  its  being  regularly 
paid,  without  troubling  himself  to  enquire  into 
the  nature  or  profits  of  the  trade  which  the  ca- 
pital, to  be  advanced  on  the  pledge  of  the  bill, 
is  intended  to  support.  The  advantage  of  a 
public  loan,  therefore,  over  a  general  contribu- 
tion for  the  extraordinary  expenses  of  a  war,  in 
as  far  as  that  loan  is  derived  from  bankers,  must 
be  confined  to  jts  more  gradual  diffusion  over 
the  several  branches  of  trade,  and  to  the  un- 
avoidable derangement  of  cpmmerce  being  con- 
sequently rendered  less  distressing  to  the  indivi- 
dual, and  less  detrimental  to  the  state. 

It  is  altogether  owing,  however,  to  the  law  of 
usury  that  the  advantages  of  loans  are,  in  this 
point  of  view,  so  much  restricted.  Were  each 
person  allowed  to  lend  his  money  on  whatever 
terms  were  agreeable  to  himself  and  the  borrow- 
er, the  whole  amount  of  a  loan,  by  whomsoever 
the  capital  might  be  advanced,  would  necessari- 
ly be  drawn  from  those  branches  of  business 
which  could  most  easily  be  abandoned,  or  which 
at  the  time  happened  to  be  the  least  productive. 
The  demands  of  government  would  operate  ge- 
nerally on  the  money  market  of  the  country, 
raising  the  rate  of  interest,  in  whatever  way  the 
money  was  to  be  employed.  Those  whose  busi- 
ness could  not  afford  the  new  rate  of  interest, 
would  circumscribe  their  trade ;  others  would  be 

vol,  in.  x 
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willing  to  pay  the  advanced  rate,  rather  than  limit 
that  which,  after  all,  continued  to  be  a  lucrative 
employment  of  stock.  In  the  same  manner,  the 
terms  of  discounting  bills  would  advance,  till  the 
bankers  found  this  as  profitable  a  mode  of  em- 
ploying their  funds  as  any  other.  Merchants 
whose  returns  were  inadequate  to  the  new  pre- 
mium on  discount,  would  contract  their  dealings ; 
while  those  who  were  in  more  prosperous  circum- 
stances might  still  procure  that  accommodation 
for  which  they  could  afford  to  pay  the  price. 

In  considering,  therefore,  the  relative  advan- 
tages of  the  two  modes  of  defraying  a  war  expen- 
diture ;  a  contribution  within  the  year,  and  a 
public  loan  ;  it  may  be  fairly  stated  in  favour  of 
the  latter,  that  it  selects  for  consumption  those 
particular  descriptions  of  capital,  the  loss  of  which 
is  least  inconvenient,  and  least  injurious  both  to 
the  individual  and  the  state.  That,  in  particu- 
lar cases,  it  fails  of  making  this  selection,  can- 
not be  ascribed  to  the  funding  system,  but  en- 
tirely to  an  antiquated  law  against  usury,  of  which 
«very  consideration  of  justice  and  expediency  de- 
mands the  repeal. 

There  is  still  another  circumstance  which  dimi- 
nishes that  consumption  of  capital,  which,  in  most 
cases,  is  the  consequence  of  public  loans.  The 
same  advantageous  terms  which  induce  bankers 
to  narrow  their  discounts,  and  capitalists  to  with- 
draw their  money  from  those  merchants  to  whom 
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it  was  formerly  lent,  attract  foreign  capital,  in 
greater  or  less  degrees,  according  to  the  price  of 
stocks,  and  the  credit  and  good  faith  of  the  go- 
vernment. When  high  interest  can  be  procured, 
together  with  undoubted  security  for  regular  pay- 
ment, and  a  very  probable  expectation  of  profit 
soon  after  the  termination  of  the  war,  foreign 
wealth  is  transmitted,  in  order  to  be  subscribed 
to  the  new  loans,  or  employed  in  the  purchase  of 
public  stock  already  created.  By  this  means,  the 
waste  of  national  wealth  is  in  so  far  diminished. 
The  money  imported  may  be  considered  as  an 
addition  to  the  riches  of  the  country.  Formerly 
it  supported  and  invigorated  the  manufactures 
and  commerce  of  other  nations ;  and  although, 
when  it  comes  into  our  possession,  it  may  not  be 
employed  in  the  most  beneficial  manner;  although 
it  may  minister,  not  to  our  production,  but  to 
our  expenditure,  and  not  unfrequently  to  lavish 
prodigality  ;  yet  if  it  prevent  us  from  withdraw- 
ing our  own  capital  from  its  usual  employments, 
to  be  consumed  in  the  pursuit  of  the  same  ob- 
jects, whatever  is  thus  saved  to  thje  nation  may 
justly  be  considered  as  actually  gained. 

It,  no  doubt,  becomes  necessary  annually  to 
remit  out  of  the  country  the  interest  of  the  mo- 
ney thus  borrowed  from  foreigners ;  a  circum- 
stance which  has  been  considered  by  several  emi- 
nent writers  as  one  of  the  most  material  objec- 
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tions  to  the  contraction  of  public  debt.*  While 
that  debt  is  owing  to  citizens,  they  have  thought 
it  scarcely  injurious  to  the  national  wealth  ;  but 
when  the  stock  was  acquired  by  foreigners,  they 
have  dreaded  the  remittance  of  the  interest,  as 
tending  directly  to  the  impoverishment  of  the 
state.  They  did  not  consider  that  the  interest 
Of  public  loans  is  raised  by  taxes,  the  amount  of 
which  is  saved  by  individuals  from  their  ordina- 
ry expenditure,  to  the  diminution  of  the  com- 
forts, not  of  the  riches,  of  the  people ;  while  the 
influx  of  foreign  wealth  during  war  tends  direct- 
ly to  lessen  the  consumption  of  that  national  ca- 
pital which  is  the  origin  of  all  production  and  of 
all  wealth.  The  payment  of  interest  is  a  disad- 
vantage to  the  nation,  no  otherwise  than  the  pay- 
ment of  interest  on  a  private  loan  is  a  disadvan- 
tage to  an  individual :  without  submitting  to  this 
disadvantage,  there  is,  in  either  case,  no  way  of 
getting  the  command  of  the  stock  ;  and  the  na- 
tion or  the  merchant  must  complain  with  a  very 
ill  grace  of  that  which  takes  from  him  only  a  part 
of  what  the  possession  of  the  capital  has  enabled 
him  to  acquire. 

When  peace  arrives,  some  of  the  foreign  pro- 

*  L'Esprit  des  Loix,  Liv.  XXII.  Chap.  XVIL 
Blackstone's  Comm.  Book  I.  Chap.  VIII. 
Postlethwaite's  Diet,  at  the  words  Credit  and  Funds. 
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prietors  will  secure  their  profits,  by  selling  their 
stock,  and  withdrawing  the  money  which  they 
had  lent  to  the  nation.  But  should  Peace,  as  she 
commonly  does,  bring  commerce  in  her  train* 
the  retreat  of  foreign  riches  will  scarcely  be  per- 
ceived. Amidst  general  prosperity,  the  aggre- 
gate wealth  will  speedily  be  increased  by  the  en- 
terprize  and  economy  of  individuals ;  the  drain 
arising  from  the  war  will  be  closed  by  the  peace ; 
and  if,  in  such  circumstances,  part  of  the  capital 
may  be  gradually  demanded,  this  can  only  some- 
what retard  an  accumulation  which  is  proceeding 
at  a  rapid  and  accelerated  pace.  The  influx  of 
foreign  capital  supplies  part  of  our  expenditure, 
at  a  time  when  some  degree  of  impoverishment  is 
unavoidable,  and  likely  to  be  severely  felt  both 
by  individuals  and  the  state  :  the  subsequent  re- 
treat of  part  of  that  capital  takes  place  at  a  time 
when  national  wealth  is  so  rapidly  increasing,  that 
mercantile  enterprise  is  sometimes  at  a  loss  to 
iind  it  profitable  employment.  The  influx  takes 
place  when  interest  of  money  is  high ;  the  re- 
treat when  it  is  low ;  in  other  words,  the  fo- 
reign capital  arrives  when  it  is  in  demand,  and 
leaves  the  country  when  that  demand  has  ceased. 
It  is  difficult  to  determine  how  far  the  several 
advantages  wrhich  have  now  been  enumerated,  as 
attendant  on  the  funding  system,  may  counter- 
balance that  destruction  of  capital  which  it  ne- 
cessarily occasions.    At  the  commencement  of  a 
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war,  the  preference  may  probably  be  claimed  by 
loans  ,  for  in  whatever  way  the  public  wants  may 
be  supplied,  the  wealth  of  the  nation  will,  at  least 
for  some  time*  be  almost  equally  reduced.     But 
when  the  people  have  become  accustomed  to  a 
war-expenditure*  loans  prolong  that  consumption 
of  capital,  which,  if  the  whole  supplies  were  rai- 
sed within  the  year,  would  be  checked  by  the 
more  rigid  parsimony  of  individuals.     In  as  far 
as  foreign  wealth  is  allured,  this  waste  is  repair- 
ed ;  and  by  the  absorption  of  capital  thrown  out 
of  employment,  and  the  selection  of  that  which, 
from  particular  circumstances,  happens  to  be 
yielding  less  than  the  ordinary  rate  of  profit,  the 
loss,  which  cannot  in  this  manner  be  prevented, 
is  in  some  degree  diminished  ;  while  those  de- 
rangements of  commerce,   so  distressing,   and 
sometimes   so  ruinous  in   their  effects,   which 
might  be  occasioned  by  a  sudden  reduction  of 
capital  in  particular  employments,  or  by  the  sud- 
den imposition  of  taxes  sufficient  to  cover  the 
war  expenses,  are  almost  entirely  avoided. 

These  conveniences  may  be  allowed,  in  a  great 
measure,  to  compensate  the  otherwise  injurious 
effects  of  public  loans.  But  the  advocates  of  the 
funding  system,  not  content  with  palliating  its 
evils,  have  argued  that  it  is  productive  of  posi- 
tive and  very  important  advantages  to  commerce. 
Those  who  have  held  this  opinion  have  enlarged 
on  the  benefits  attendant  on  what  they  denomi- 
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nate  the  circulation  of  wealth,  and  have  endea- 
voured to  shew  that  this  circulation  is  greatly 
promoted  by  the  distribution  of  the  interest  of 
the  loans  over  the  country,  as  well  as  by  the 
constant  traffic  in  the  public  funds. 

It  is  not,  however,  very  easy  to  conjecture  in 
what  manner  a  mere  circulation  of  wealth  can  be 
attended  with  the  slightest  benefit.  The  rapid 
passage  of  property  from  one  person  to  another, 
if  there  be  no  change  in  its  value,  cannot  surely 
increase  the  necessaries,  comforts,  or  luxuries  of 
life,  in  which  the  aggregate  wealth  of  the  people 
consists.  That  part  of  the  rents  of  the  landholder 
and  of  the  profits  of  the  merchant  should  be  de- 
livered over  to  the  national  creditor,  in  return 
for  the  capital  formerly  advanced  to  him  by  go- 
vernment, may  be  perfectly  just ;  but  it  is  diffi- 
cult to  conceive  how  it  should  be  the  means  of 
enriching  a  nation. 

But  although  what  is  called  circulation  be  in 
itself  productive  of  no  direct  benefit  whatever,  if 
it  keep  the  whole  capital  of  the  country  in  con- 
stant activity,  it  may  be  considered  as  prevent- 
ing a  considerable  loss.  It  has  already  been  ob- 
served, that  there  are  various  descriptions  of  in- 
habitants who  occasionally  receive  money  for 
which  they  have  no  immediate  occasion*  If  the* 
time  at  which  they  are  likely  to  require  this  mo- 
ney be  neither  distant,  nor  exactly  ascertainable* 
they  cannot,  without  risk  of  disappointment,  lend 
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it  to  individual  traders.  But  from  the  saleable  na- 
ture of  public  securities,  they  may  vest  it,  even 
for  a  few  days,  in  public  stock,  with  the  full  as- 
surance of  having  it  always  at  command.  By  do- 
ing so,  they  set  at  liberty  other  capital  for  which 
its  proprietor  has  found  a  more  beneficial  invest- 
ment ;  and,  by  successive  operations  of  the  same 
kind,  the  national  debt  keeps  in  constant  pro- 
ductive employment  that  wealth,  of  wThich  a  part 
would  otherwise  remain  unprofitable  to  its  pro- 
prietor and  the  nation.  The  public  debt  may 
thus  be  represented  as  the  main  wheel  of  circu- 
lation, which  in  its  rotation  collects  all  the  spare 
and  idle  capital  of  the  country,  distributing  it  to 
those  by  whom  it  can  be  most  beneficially  em- 
ployed. 

It  must  be  obvious  that  this  view  of  the  subject 
has  reference  only  to  a  very  small  part  of  the  na- 
tional debt  5  to  that  which  is  at  any  one  time 
owing  to  bankers,  or  to  a  few  merchants,  who, 
residing  in  the  metropolis,  may  occasionally  lay 
out  the  returns  from  an  adventure  in  the  purchase 
of  public  securities,  till  they  again  have  occasion 
for  their  money.  The  whole  stock  belonging  to 
minors,  to  persons  under  trustees,  and  in  general 
to  capitalists  of  all  descriptions,  if  there  had  been 
no  public  debt,  would  have  been  lent  on  mort- 
gage, or  personal  security.  Even  that  portion  of 
the  national  wealth,  which  could  not  be  so  lent 
to  individuals,  would  have  been  lodged  with 
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bankers,  to  be  distributed  by  them  among  those 
who  had  occasion  for  it,  in  temporary  accommoda- 
tions. If  there  were  no  public  funds,  there  must 
no  doubt  be  more  money  to  be  distributed  in  this 
manner ;  but  there  seems  no  reason  to  conclude, 
that  any  part  of  it  would  remain  unemployed. 
The  superior  facility  of  discount  would-  at  once 
lower  the  interest  on  such  accommodations,  and 
increase  the  probability  of  their  being  protracted, 
by  the  substitution  of  other  bills  for  those  which 
became  due.  The  consequence  of  both  circum- 
stances would  be  the  encouragement  of  a  more 
extended  trade  carried  on  by  means  of  temporary 
loans ,  and  therefore,  unless  it  can  be  shown  that 
some  difficulty  or  inconvenience  arises  from  ex- 
tending the  business  of  a  banker  in  proportion 
to  the  circumstances  of  the  country^  no  real  ad- 
vantage, in  point  of  useful  circulation,  can  be  at- 
tributed to  the  existence  of  national  debt. 

It  may  be  proper  to  notice  another  opinion, 
which,  although  it  involves  an  absurdity  in  the 
enunciation,  has  met  with  some  supporters  ;  that 
national  debt  is  national  capital.  All  the  wealth 
lodged  in  the  public  funds  may  be  viewed  as 
waiting  till  a  more  beneficial  employment  may 
present  itself,  and  ready  at  all  times  to  be  direct- 
ed to  any  useful  purpose  of  agriculture,  manu- 
facture, or  trade.  It  has,  therefore,  been  argu- 
ed, that,  by  owing  an  immense  debt,  we  have 
created  an  immense  fund  or  reservoir  of  national 


330  OF  THE  EFFECT  OF  LOANS,  &C. 

opulence,  which,  when  wanted,  can  be  drawn  off 
into  those  channels  most  likely  to  fertilize  the 
country. 

On  this  opinion  it  may  be  sufficient  to  re- 
mark, that  money  once  vested  in  public  funds 
can  be  withdrawn  from  them  only  by  sale  ;  that 
for  each  seller  there  must  be  a  purchaser  to  the 
same  amount ;  and  that,  consequently,  every  sum 
drawn  out  of  stock,  to  be  employed  in  trade, 
must  instantly  be  replaced  by  an  equal  sum,  which 
was  formerly  commercial  capital.  The  aggregate 
wealth  of  the  nation  can  never  be  increased  by 
such  transferences  ;  nor  can  that  which  has  been 
consumed  by  the  public  expenditure  ever  after- 
wards, unless  by  more  rigid  parsimony,  be  recall- 
ed into  existence.  So  far  from  creating  a  new 
fund  of  capital,  as  has  been  preposterously  as- 
serted, every  new  loan,  unless  negoeiated  in  fo- 
reign countries,  must  have  turned  a  part  of  what 
had  already  been  accumulated  to  the  purposes 
of  expenditure,  and  caused  it  to  be  consumed 
without  reproduction. 


CHAPTER  H. 

Of  the  Funding  System,  in  reference  to  the  external 
Policy,  and  internal  Government,  of  the  State. 

However  important  may  be  the  effects  of  the 
funding  system  on  the  progress  of  national  wealth, 
there  are  other  points  of  view,  in  which  its  con- 
sequences are  no  less  deserving  of  attention. 
It  is  scarcely  possible  that  the  substitution  of 
loans  for  war  contributions  should  not  influence 
the  foreign  policy  of  the  state  ;  nor  is  it  proba- 
ble that  a  great  and  increasing  revenue  can  be 
annually  levied  from  the  people,  without  affect- 
ing jin  practice,  however  unchanged  the  theory 
and  forms  of  government  may  remain,  the  in- 
ternal distribution  of  political  power. 

That  the  funding  system  gives  great  facility  to 
defence  against  sudden  attack,  as  well  as  to  the 
infliction  of  speedy  chastisement  on  aggressors, 
can  scarcely  be  denied ;  and  when  war  becomes 
inevitable,  that  mode  of  raising  the  supplies, 
which  calls  out  the  national  resources  with  great- 
est promptitude  and  effect,  must,  in  this  point  of 
view,  be  preferred.    By  a  vigorous  effort  at  the 
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commencement  of  a  war,  fear  and  despondency 
may  give  place  to  confidence  in  the  public  mind, 
the  enemy  may  be  deterred  from  a  meditated 
injury,  or  he  may  be  made  to  feel  the  evils  inse- 
parable from  hostilities.  The  first  operations  of 
a  war  are  not  unfrequently  decisive  of  its  final 
result.  Not  to  mention  the  effect  produced  by 
the  appearance  of  vigour  on  the  counsels  of  neigh- 
bouring states,  the  capture  of  a  few  fortresses  may 
lay  open  the  whole  of  a  kingdom  to  incessant  in- 
roads ;  the  destruction  of  a  navy,  or  the  loss  of 
experienced  officers,  may  weaken  the  system  of 
defence,  and  frustrate  that  of  attack  ;  the  sei- 
zure of  rich  colonies  may  derange  the  finances, 
or  ruin  some  branch  of  manufacture  requisite  for 
the  subsistence  of  the  people  ;  and  even  a  tempo- 
rary interruption  of  trade,  if  sudden  and  general, 
may  distress  a  commercial  nation  so  much  as  to 
produce  a  disposition  to  reasonable  accommoda- 
tion. In  this  way,  a  state  that  can  rapidly  bring 
forth  her  means  of  annoyance,  if  she  be  mode- 
rate in  her  demands,  may  frequently  dictate  the 
terms  of  peace  to  her  more  tardy  enemy. 

The  attempt  to  raise  the  supplies  within  the 
year  is  very  adverse  to  strenuous  exertions  at  the 
commencement  of  a  war.  Notwithstanding  the 
general  aptitude,  on  every  trivial  occasion,  to 
have  recourse  to  that  remedy,  which  ought  to  be 
reserved  for  cases  of  premeditated  insult,  or  im- 
minent danger,  the  provocation  is  seldom  suffi- 
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cient  to  unite  the  whole  of  a  people  in  a  decided 
wish  for  hostilities.  To  some,  the  object  will 
appear  unimportant,  the  probability  of  success 
doubtful,  4or  the  attempts  at  negociation  insin- 
cere. The  remonstrances  of  the  more  moderate, 
more  just,  or  more  timid,  may  be  drowned  for 
the  moment  in  the  clamours  of  the  majority ;  but 
the  minister  will  be  unwilling  to  strengthen  op- 
position by  the  accession  of  those,  who,  though 
deaf  to  the  voice  of  humanity,  are  tremblingly 
alive  to  whatever  affects  their  private  interests. 
To  prevent  the  alarm  of  the  selfish,  the  war  will 
be  represented  as  formidable,  neither  in  its  im- 
mediate expense,  nor  in  its  probable  duration. 
It  will  become  the  great  object  of  administration, 
not  by  a  vigorous  effort  to  incline  the  enemy  to 
peace,  but  by  a  languid  warfare,  to  spare  the 
pockets  of  the  people,  till  such  time  as,  irritated 
by  alternate  success  and  defeat,  they  are  prepa- 
red to  make  greater  sacrifices  to  their  passions. 

Nor,  indeed,  could  a  ministry,  virtuous  enough 
to  prefer  the  public  welfare  to  their  own  popu- 
larity, find  means  all  at  once  of  raising  supplies 
adequate  to  vigorous  and  decisive  efforts.  The 
slightest  survey  of  the  ordinary  sources  of  public 
revenue  will  evince  the  extreme  difficulty  of  le- 
vying, on  a  sudden  emergency,  great  and  unusual 
contributions,  without  occasioning  injustice,  na- 
tional distress,  or  such  discontent  as,  under  a  free 
government,  must  lead  to  an  immediate  change 
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of  measures.  In  an  extensive  and  commercial 
country,  it  is  probably  impossible  to  devise  any 
mode  of  general  assessment,  according  either  to 
property  or  income,  which  will  not  be  liable  to 
the  charge  of  injustice,  or  exposed  to  frauds  of 
very  difficult  detection,  or  productive  of  intolera- 
ble inquisition,  partiality,  and  oppression.  Any 
other  direct  tax,  if  very  heavy,  and  very  sudden- 
ly imposed,  by  occasioning  immediate  retrench- 
ment in  that  part  of  the  expenditure  selected  as 
the  criterion  of  wealth,  will,  at  least  for  some 
time,  be  unproductive.  To  levy  new  indirect 
taxes  to  a  great  extent  would  require  the  employ- 
ment of  revenue  officers  unaccustomed  to  the 
duty,  and  therefore  unable  to  check  the  various 
means  of  evasion  which  the  interest  of  dealers 
would  speedily  invent ;  and  to  raise  very  highly 
the  rates  already  chargeable  on  importation  or 
manufacture,  while,  by  encouraging  smuggling, 
it  might  even  injure  the  revenue,  would,  in  many 
cases,  obstruct  the  trade  of  the  country,  or  ruin 
some  branches  of  industry  requisite  for  the  em- 
ployment and  maintenance  of  the  people.  Amidst 
so  many  difficulties  in  raising  war  supplies,  the 
temptation  to  procrastinate  would  become  irre- 
sistible ;  and  from  want  of  efficient  resources,  if 
not  from  a  criminal  desire  of  popular  favour,  the 
warlike  preparations  would  be  allowed  to  lan^ 
guish,  till  the  opportunity  of  striking  a  decisive 
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blow  was  past,  or  perhaps  till  the  nation  had  been 
roused  by  signal  discomfiture. 

Under  the  funding  system,  there  are  no  such 
difficulties  to  be  encountered.  There  may  be  a 
want  of  troops,  of  ships,  or  of  military  stores  ; 
but,  at  the  commencement  of  a  war,  there  scarce- 
ly can  be  any  deficiency  in  the  exchequer.  What- 
ever exertions  may  be  demanded  by  the  state  of 
public  affairs,  commensurate  supplies  may  easily 
be  obtained.  The  amount  of  the  loan  occasions 
no  perceptible  inconvenience  to  any  one,  but,  on 
the  contrary,  very  obvious  advantages  to  great 
capitalists.  The  interest,  indeed,  must  be  pro- 
vided for  by  taxes,  which,  in  some  degree,  dimi- 
nish the  comforts  of  the  people  ;  but  the  propor- 
tion of  those  taxes  exacted  from  each  individual, 
to  pay  the  interest  on  a  single  loan,  has  little  in- 
fluence on  his  prosperity,  and  frequently,  by  the 
mode  in  which  it  is  raised,  may  be  altogether  hid 
from  his  view.  It  is  no  very  difficult  problem, 
after  a  season  of  peace,  to  levy  what  is  sufficient 
to  discharge  the  annual  interest  of  a  considerable 
loan,  without  pressing  severely  on  any  description 
of  the  inhabitants,  or  injuring  any  branch  of  the 
national  trade.  A  minister,  therefore,  is  under 
no  temptation,  from  fear  of  opposition  or  want  of 
resources,  to  delay  those  exertions  which  might 
lead  to  an  honourable  peace.  Whatever  he  thinks 
should  be  done,  that  he  has  the  means  of  accom- 
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plishing;  he  can  at  once  put  forth  the  whole 
power  of  the  nation,  and  may  crush  his  enemies, 
while  they  are  vainly  attempting  to  levy  contri- 
butions adequate  to  the  war.  In  this  point  of 
view,  the  funding  system  has  so  decided  a  pre- 
ference, that,  like  a  standing  army,  soon  after  it 
has  been  adopted  by  one  nation,  it  must,  in  some 
degree  at  least,  be  imitated  by  all  her  neigh- 
bours. 

There  is  no  small  risk,  however,,  that  this  fa- 
cility in  raising  supplies  may  foster  that  tenden- 
cy to  go  to  war  on  slight  provocation,  which  has 
its  origin  in  the  pride  and  impatience  of  man- 
kind. Were  the  supplies  to  be  raised  within  the 
year,  the  warlike  propensities  of  the  people  would 
be  moderated  by  the  apprehension  of  immediate 
inconvenience  and  impoverishment.  In  order  to 
raise  his  share  of  the  contribution,  the  landhold- 
er would  be  forced  to  sell  part  of  his  estate,  or 
create  a  new  mortgage  on  his  lands  -y  the  mer- 
chant, manufacturer,  and  farmer,  would  find  it 
necessary  to  relinquish  part  of  that  stock,  from 
the  employment  of  which  their  annual  revenue 
was  derived ;  the  capitalist  would  have  to  sur- 
render part  of  that  wealth  which,  being  lent  out, 
yielded  him  regular  interest ;  and  the  workman 
would  suffer  from  the  sudden  decrease  of  those 
funds  by  which  industry  is  put  in  motion.  The 
general  impoverishment  consequent  on  hostilities 
being  thus  brought  home  to  the  apprehension 
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•and  feelings  of  every  man  in  the  country,  the 
object  of  a  war  would  require  to  be  at  once  de- 
terminate, important,  and  attainable,  in  order  to 
induce  a  majority  of  the  nation  to  submit  to  so 
many  immediate  losses  and  privations. 

It  is  otherwise  under  the  funding  system.    No 
direct  demand  is  made  by  government  on  any 
class  of  the  inhabitants.     While  landholders  are 
forced  neither  to  sell  nor  mortgage,  and  while, 
from  the  waste  of  a  campaign,  the  price  of  pro- 
visions, and  consequently  the  rents  of  land,  may 
be  expected  to  advance,  rather  than  decline, 
some  additional  taxes,  particularly  if  levied  indi- 
rectly, are  entirely  disregarded.    The  wealth  be- 
longing to  individuals  not  being  demanded  from 
them,  but  allured  by  the  hope  of  greater  or  more 
certain  profit,  capitalists  may  leave  their  money 
in  its  former  investment,  unless  they  are  content 
with  the  terms  offered  by  the  state.    At  the  com- 
mencement of  most  wars,  there  is  indeed  consi- 
derable commercial  embarrassment  from  the  ob- 
struction of  several  of  the  accustomed  channels 
of  trade  ;  but  the  ingenuity  of  merchants  soon 
discovers  new  markets,  or  circuitous  routes  by 
which  they  may  still  have  access  to  the  old, 
while  the  absorption  in  the  public  expenditure 
of  part  of  the  national  capital  facilitates  the  em- 
ployment, and  enhances  the  profit,  of  that  which 
remains.    Even  the  want  of  the  usual  mercantile 
accommodation  is  little  felt  at  the  commence- 

VOL.  III.  Y 
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inent  of  a  war,  when,  in  consequence  of  the  tem- 
porary decay  of  trade,  the  demand  for  that  ac- 
commodation is  diminished  ;  and,  at  any  rate* 
the  restriction  of  discount,  being  an  indirect  ef- 
fect of  public  expenditure,  is  attributed  to  other 
causes ;  to  a  stagnation  of  trade,  to  a  spirit  of 
speculation,  to  a  want  of  circulating  medium,  to 
something,  in  short,  of  a  transitory  and  often  an 
undefined  nature,  from  which,  in  the  partial  and 
contracted  views  of  practical  merchants,  it  seems 
more  immediately  to  proceed.     The  workmen, 
whose  voice  is  little  regarded  in  public  affairs, 
are  perhaps  the  only  order  of  the  community  di- 
rectly and  visibly  injured  by  the  commencement 
of  a  war  ;  and  after  their  numbers  have  been  re- 
duced by  the  sword,  in  the  same  proportion  that 
the  national  capital  has  been  diminished  by  the 
war-expenditure,  wages  rise  again  to  their  for- 
mer level,  and,  although  the  aggregate  progress 
of  the  land  and  labour  has  unquestionably  been 
diminished,  each  individual  seems  as  rich  as  be- 
fore.    The  accumulation  of  taxes,  which  is  in 
reality  equivalent  to  the  reduction  of  the  income 
of  each  contributor,  is  concealed  by  an  intricate 
system  of  finance  ;  and  the  people,  rendered  in- 
sensible of  national  impoverishment,  are  more 
easily  induced,  upon  frivolous  pretences,  to  en- 
gage in  wars,  from  which  they  foresee  neither 
pecuniary  loss,  nor,  under  the  establishment  of 
standing  armies,  personalinconvenience  or  danger. 
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While  the  great  body  of  the  people  is  thus 
lulled  by  the  opiate  of  loans,  it  becomes  the  in- 
terest of  a  rich  and  powerful  class  to  foment  dis- 
cord, to  cherish  eveiy  national  antipathy  and  pas- 
sion, and  to  inflame  every  trivial  dispute,  till  they 
plunge  their  country  into  war. 

War  may  justly  be  styled  the  great  harvest  of 
capitalists.     By  occasioning  a  new  and  sudden 
demand  in  the  money  market,  even  if  ministers 
were  as  penurious  as,  for  the  most  part,  they  are 
Careless  and  profuse,  it  cannot  fail  to  enhance  the 
ordinary  rate  of  interest.  By  creating  new  stock, 
indeed,  it  lowers  the  value  of  the  old,  and  impo- 
verishes those  who  have  other  uses  for  that  pro- 
perty which  is  already  vested  in  the  public  funds. 
The  same  circumstance,  however,  enriches  the 
great  capitalist.    As  the  price  of  stocks  declines, 
he  takes  measures  to  recall  his  capital,  and  have 
it  ready  at  command.     When  such  a  depression 
has  taken  place  as  renders  the  dividends  equal  to 
the  ordinary  interest  of  money,  he  can  buy  into 
the  funds,  with  the  certainty  of  receiving  his  usual 
revenue,  and  a  high  probability  of  ultimately  in- 
creasing his  wealth.    Having  no  use  for  his  capi- 
tal himself,  he  can  leave  it  without  inconvenience 
in  the  public  funds,  until  the  return  of  peace,  or, 
perhaps,  some  temporary  delusion  may  enable 
him  to  sell  to  advantage  and  realize  his  gains. 
Whatever  may  be  the  national  impoverishment, 
he  is  exposed  to  no  risk  but  that  of  national  bank- 
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ruptcy,  which  scarcely  enters  into  his  calcula- 
tions;  and  this  risk  apart,  he  is  certain,  sooner  or 
later,  of  making  large  additions  to  his  fortune. 
Other  capitalists,  residing  near  the  seat  of  go- 
vernment, procure  the  earliest  intelligence  of 
whatever  is  likely  to  affect  the  daily  price  of  stock, 
and,  having  money  at  command,  are  enabled  to 
profit  hj  the  constant  fluctuations  of  the  stock- 
exchange;  some,  by  lucrative  contracts,  thrive  on 
the  spoils  of  their  country  ;  and  others,  by  speed- 
ily supplying  the  public  necessities,  almost  dictate 
the  terms  of  the  loans.  It  is  dangerous  to  array 
such  interests  against  the  tranquillity  of  man- 
kind, to  stimulate  selfishness  by  profits  exactly 
commensurate  to  public  distress,  to  allow  the 
basest  motives  to  shelter  themselves  under  pre- 
tended zeal  for  the  honour  of  the  country,  to  em- 
ploy all  the  influence  of  great  capitalists  (and  no 
influence  can  be  more  powerful)  in  cherishing 
and  spreading  the  flames  of  discord,  whether 
kindled  by  the  misguided  passions  of  the  multi- 
tude, or  by  the  criminal  ambition  of  courts. 

If,  by  these  means,  wars  are  rendered  more 
frequent  or  of  longer  duration,  the  evils  arising 
from  the  funding  system  can  scarcely  be  com- 
pensated by  any  convenience  to  individuals,  or 
triumphs  to  the  state.  It  would  surely  be  wise  to 
submit  to  greater  commercial  embarrassment, 
when  hostilities  were  unavoidable,  if,  by  so  do- 
ing, their  recurrence  or  prolongation  could  be 
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prevented.  Even  the  advantages  of  prompt  and 
vigorous  exertions  ought  to  be  relinquished,  if 
they  can  be  purchased  only  at  the  expense  of 
frequent  and  unnecessary  wars.  Let  us  reflect 
for  a  moment  on  the  complicated  evils  which  war 
inflicts  on  mankind;  the  sufferings  of  the  army 
and  navy ;  the  solicitude  felt  by  the  friends  of 
such  as  are  exposed  to  danger,  and  their  grief 
for  their  death  ;  the  misery  entailed  on  families 
deprived  of  those  on  whose  labour  they  depend* 
ed  for  subsistence,  and  thrown  destitute  on  the 
chanty  of  strangers;  the  famine,  crimes,  and 
desolation,  which,  following  the  motions  of  con- 
tending armies,  afflict  the  theatre  of  war  :  let  us 
then  say,  whether  a  system,  which  occasions,  or 
prolongs,  such  accumulated  evils,  can  be  justified 
by  considerations  of  commercial  convenience  or 
of  political' arrangement.  Even  the  more  effec- 
tual resistance  of  unprincipled  ambition  would^ 
be  too  dearly  bought  by  the  sacrifice  of  that 
spirit  of  moderation  and  justice,  which,  if  free 
from  weakness,  will  always  command  respect; 
and  a  few  fortifications,  well  constructed,  and 
bravely  defended,  will  arrest  a  sudden  irruption 
of  the  eriemyy  till  such  time  as  the  resources  of 
a  people,  strong  in  the  justice  of  their  cause,  can 
be  called  forth  for  the  protection  of  the  state, 
and  the  chastisement  of  invaders. 

He  who  is  justly  solicitous  for  the  liberties  of 
his  country  will  find  another  objection  to  the 
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funding  system  in  the  influence  and  patronage 
which  it  never  fails  to  create. 

If  loans  be  contracted  for  without  a  free  com- 
petition of  all  who  are  willing  to  supply  the  pub- 
lic wants,  an  opportunity  is  afforded  to  the  mi- 
nister of  enriching  his  adherents  with  the  pub- 
lic spoils.  By  the  adoption  of  free  competition, 
flagrant  abuses  of  this  nature  are  in  a  great  mea- 
sure prevented  ;  but  still  a  connection  is  formed 
between  what  is  called  the  monied  interest  and 
the  government,  which  is  by  no  means  favoura- 
ble to  the  welfare  of  the  state.  Contractors  for 
loans  are  averse  from  all  changes  of  administra- 
tion, which  frequently  have  a  temporary  effect  in 
depressing  the  funds,  and  always  render  it  neces- 
sary to  transact  business  with  men  whose  finan- 
cial views  and  projects  are  unknown.  Having 
taken  their  measures  according  to  certain  opi- 
nions and  practices  of  the  existing  administra- 
tion, they  are  disinclined  to  changes,  whether 
of  men  or  of  measures,  by  which  the  establish- 
ed routine  might  be  disturbed.  If  they  prefer 
one  set  of  ministers  to  another,  independently 
of  the  possession  of  office,  their  interests  will 
lead  them  to  support  that  party  which  disdains 
economy,  prefers  the  most  brilliant,  though  most 
expensive,  system  of  policy,  and  is  little  solicit- 
ous to  detect  or  punish  peculators.  The  more 
urgent  the  national  wants,  the  more  extravagant 
will  be  the  terms  on  which  they  must  be  supplied  ; 
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the  more  lavish  or  careless  the  system  of  admi- 
nistration, the  greater  will  be  the  profits,  acknow- 
ledged and  concealed,  attending  every  species 
of  public  contract.  When  annual  loans,  to  a 
great  amount,  are  to  be  negotiated,  the  favour 
and  confidence  of  the  great  capitalists  will  always 
be  useful,  and  their  enmity  may  occasionally  be 
fatal,  to  a  minister  ;  nor  can  it  be  illiberal  to 
suspect  that  their  favour  may  sometimes  be  con- 
ciliated, or  their  enmity  disarmed,  by  measures 
conducive  to  their  private  interests,  in  the  same 
degree  that  they  are  prejudicial  to  those  of  the 
state. 

This  influence  is  chiefly  confined  to  the  time 
of  war.  But  there  is  another  influence  still  more 
extensive,  which,  under  the  funding  system,  has 
a  permanent  operation. 

By  a  succession  of  loans,  the  national  debt 
swells  to  an  enormous  extent,  and  the  interest 
upon  it,  perhaps  five  or  six  times  the  amount  of 
the  other  branches  df  the  peace  establishment, 
must  annually  be  levied  from  the  people,  and 
paid  to  the  public  creditors.  When  such  a  sum 
has  to  pass  through  the  treasury,  all  effectual 
check  on  its  receipt  and  disbursement  becomes 
impossible.  Those  who  are  appointed  to  control 
ministers  are  their  creatures,  and  may  partici- 
pate in  the  spoil ;  nor  can  any  security  be  deri- 
ved from  the  publicity  of  accounts  so  voluminous, 
intricate,  and  confused,  that  the  labour  of  seve-. 
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ral  years  could  scarcely  detect  frauds  artfully  con* 
cealed.  No  person,  unless  paid  for  it  by  the  pub- 
lic, can  be  expected  to  devote  himself  to  such  a 
tedious  investigation ;  and,  even  if  he  had  disco- 
vered peculation,  he  could  scarcely  make  it  plain 
to  those  who  were  less  accustomed  to  the  la- 
byrinth of  intricate  accounts.  Between  such  an 
enormous  receipt  and  expenditure,  each  varying 
from  year  to  year,  it  must  therefore  be  very  easy 
to  abstract  a  sum,  trifling  in  comparison  of  the 
revenue,  but  sufficient  to  secure  the  return  of 
ministerial  candidates  at  a  general  election*  to 
open  the  mouth  of  one  senator,  and  shut  that  of 
another,  and  in  general  to  reward  those  secret 
services,  which  it  might  be  unseemly  to  particu- 
larise in  the  public  accounts. 

Even  if  it  could  be  believed  that,  owing  to  the 
checks  of  office,  or  the  general  probity  of  admi- 
nistration, direct  bribery  had  no  existence,  very 
dangerous  sources  of  influence  must  remain.  If 
a  very  large  revenue  must  be  annually  levied, 
after  the  most  proper  subjects  of  taxation  have 
been  exhausted,  recourse  will  be  had  to  such  as 
are  objectionable,  or  the  rates  of  existing  duties 
will  be  raised  to  an  improper  degree.  Smuggling 
is  the  inevitable  consequence  of  a  financial  sys- 
tem which  may  be  forced  on  the  most  virtuous 
minister,  by  the  necessities  of  the  state  5  and  to 
repress  practices,  destructive  of  the  revenue  and 
injurious  to  the  fair  trader,  powers  incompatible 
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-with  freedom  must  be  lodged  in  the  hands  of  re- 
venue officers,  by  whom  they  are  likely  to  be 
abused.  At  the  suggestion  of  government,  or 
with  the  view  of  evincing  zeal  for  the  interests 
of  administration,  such  officers  may  harass  and 
ruin  any  merchant  who  dares  to  oppose  the  mi- 
nister of  the  day.  Under  pretence  of  duty,  they 
may  ransack  his  warehouses,  pry  into  the  secrets 
of  his  trade,  punish  every  little  irregularity  with 
the  utmost  rigour,  and  render  every  trifling  mis- 
take the  subject  of  expensive  litigation.  Mer- 
chants thus  exposed  to  oppression,  from  which 
their  competitors  are  exempted,  must  either  aban- 
don their  trade  or  conciliate  their  inspectors.  If 
they  cannot  approve  of  the  measures  of  adminis- 
tration, their  interest  will  teach  them  a  servile 
acquiescence,  and  they  will  gradually  become 
indifferent  to  discussions  in  which  prudence  for- 
bids them  to  take  a  share.  Once  sunk  into  this 
apathy,  they  will  soon  be  converted  into  enemies 
of  whatever,  by  rousing  them  from  their  lethar- 
gy, might  force  upon  their  minds  a  conviction 
of  their  own  degradation.  They  will  insensibly 
learn,  for  their  own  ease  and  comfort,  to  set  their 
opinions  by  the  will  of  the  minister,  and,  libelling 
human  nature,  they  will  at  last  pretend  that  there 
is  no  distinction,  but  the  possession  of  office,  be- 
tween the  several  parties  in  the  state. 

An  influence,  likewise,  of  a  much  more  exten- 
sive and  direct  nature,  seems  inseparable  from 
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the  unwieldy  financial  system  which  is  gradually 
reared  on  the  foundation  of  national  debt.  To 
collect  the  immense  revenue  appropriated  to  the 
national  creditors,  an  infinite  number  of  officers 
must  be  employed,  while,  in  all  probability,  no 
means  consistent  with  the  interests  of  the  reve- 
nue can  be  devised  for  appointing,  promoting,  or 
cashiering,  these  officers,  except  by  the  direct 
or  indirect  orders  of  administration.  A  multitude 
of  officers  in  every  corner  of  the  country,  and 
with  emoluments  adapted  to  all  the  several  classes 
of  society,  are  thus  put  at  the  uncontrouled  dis- 
posal of  the  minister.  From  that  instant,  he  di- 
rects the  opinions  and  conduct,  not  only  of  all 
those  whom  he  has  appointed,  or  may  promote, 
but  of  all  the  expectants  of  place,  with  their 
friends,  relations,  and  dependants.  A  machine 
of  irresistible  power  is  placed  in  his  hands  for 
agitating  or  composing  the  public  mind  ;  hence- 
forward the  tide  of  public  opinion  ebbs  or  flows 
according  to  his  will :  by  the  clamour  of  his  ad- 
herents, the  voice  of  opposition  is  effectually 
drowned,  the  weak  are  carried  along  with  a  cur- 
rent which  they  cannot  resist,  and  even  the  more 
determined,  may  tremble  at  a  contest  with  the 
mercenary  zeal  and  interested  malice  of  his  par- 
tizans. 

By  these  several  means,  the  national  debt  be- 
comes so  adverse  to  freedom,  that,  unless  mea- 
sures be  adopted  for  preventing  its  unlimited  in- 
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crease,  a  time  must  arrive,  when,  in  spite  of 
checks  and  controls,  the  will  of  the  minister,  or 
of  the  sovereign  by  whom  the  minister  is  ap- 
pointed, will  dictate  the  resolutions  of  the  na- 
tional representatives.  It  may  then  become  a 
matter  of  doubt  whether  the  form  of  public  de- 
liberation be  useful  or  detrimental  to  the  nation. 
On  the  one  hand,  open  discussion  may  inform 
the  government,  and  keep  alive  some  sparks 
of  independence  and  patriotism  among  the  peo- 
ple; but,  on  the  other  hand,  the  semblance  of  na~ 
tional  deliberation  emboldens  a  bad  minister  to 
exercise  acts  of  tyranny,  to  which,  if  appearing 
to  emanate  from  despotic  power,  the  people 
would  not  submit ;  while  the  means  by  which 
corrupt  influence  is  diffused,  require  heavier  bur- 
dens to  be  laid  on  the  nation,  make  it  necessary 
to  tolerate  more  general  peculation  in  public  of- 
fices, and  generate  the  most  slavish  habits,  and 
degrading  modes  of  thinking,  in  all  those  (and 
in  number  they  are  no  contemptible  portion  of 
the  inhabitants)  to  whom  that  influence,  directly 
or  indirectly,  may  extend. 


CHAPTER  III. 

Of  the  Funding  System  in  connection  with  the  Esta* 
Mishment  of  a  Sinking  Fund. 

Although  it  may  be  demonstrable  that  the  na- 
tional debt,  if  allowed  to  increase  during  every 
war  without  being  diminished  during  the  ensu- 
ing peace,  must  at  last  create  such  an  overwhelm- 
ing influence,  that,  in  spite  of  the  best-contrived 
form  of  government,  every  real  power  will  cen- 
tre in  the  prince;    this  consideration  of  itself 
would  scarcely  induce  a  minister  to  propose,  or 
the  nation  to  agree  to,  an  immediate  increase  of 
the  public  burdens,  in  order  to  guard  against 
what  will  at  all  times  be  represented  as  a  dis- 
tant, if  not  an  imaginary,  evil.    The  habits  even 
of  a  virtuous  minister  lead  him  to  be  little  solicit* 
ous  to  abridge  or  limit  the  authority  of  the  so- 
vereign ;  and  by  the  people,  prophecies  of  future 
tyranny  will  be  disregarded,  in  comparison  with 
an  immediate  increase  of  those  taxes,  the  pres- 
sure of  which  can  neither  be  overlooked  nor  de- 
nied.    He  who  displays  the  mischievous  conse- 
quences of  adding  year  after  year  to  the  debts 
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and  revenues  of  the  state,  will  be  slighted  as  a 
weak,  though  well-meaning,  visionary,  perhaps 
censured  as  a  factious  declaimer,  or  at  best  con- 
sidered as  the  proposer  of  desirable,  rather  than 
of  practicable,  reformation.  A  time  indeed  will 
come,  when  his  most  gloomy  predictions  will  be 
fully  verified ;  but  long  ere  that  time,  corrup- 
tion will  have  extinguished  the  spirit  of  liberty, 
or  the  irresistible  influence  of  the  sovereign  may 
openly  set  at  defiance  the  repining  and  discontent 
of  the  people. 

Fortunately,  there  are  evils,  inseparable  from 
unlimited  accumulation  of  public  debt,  which 
are  more  likely  to  attract  the  attention  both  of 
ministers  and  of  the  nation.  Those  who  are  most 
regardless  of  the  decay  of  public  spirit,  and  of 
the  increase  of  ministerial  influence,  cannot  easily 
avert  their  eyes  from  the  financial  difficulties  re- 
sulting from  a  number  of  successive  loans,  if  un- 
accompanied with  any  provision  for  their  gradual 
discharge. 

Perhaps  the  only  absolute  limit  to  taxation,  is 
the  mere  subsistence  of  the  people.  If  means 
could  be  found  to  induce  every  individual  to  con- 
tent himself  with  bare  necessaries,  whatever  is 
now  expended  on  comforts  and  luxuries  might 
form  the  revenue  of  the  state,  and  it  would  be 
long  before  the  utmost  profusion  of  government 
could  exhaust  the  loans  that  might  be  made  on 
the  security  of  so  great  an  annual  receipt.     But 
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in  practice,  there  are  other  limits,  far  short  of 
this,  which  no  prudent  administration  will  ven- 
ture to  approach. 

As  the  annual  payments  to  the  national  credit- 
ors are  increased,  new  difficulties  arise  in  levying 
the  requisite  revenue  from  the  people.     Those 
taxes  which  are  most  easily  raised,   which  are 
least  liable  to  evasion,  least  obnoxious,  least  hurt- 
ful to  industry,  may  be  sufficient  to  defray  the 
interest  of  a  moderate  debt,  but  will  be  found  in- 
adequate to  the  demands  arising  from  a  number 
of  successive  loans.     To  increase  the  existing 
taxes  may  be  to  deprive  them  of  all  their  recom- 
mendations, to  set  ingenuity  at  work  to  devise 
new  means  of  escape,  and  to  render  both  expense 
and  vexatious  inquisition  indispensable  for  the 
detection  of  fraud.     Other  taxes,  less  just,  or 
less  expedient,  must  therefore  be  gradually  adopt- 
ed, national  industry  becomes  shackled  by  nume- 
rous, and  sometimes  very  inconvenient,  restric- 
tions, the  morals  of  the  people  are  corrupted  by 
illicit  trade,  the  spirit  of  enterprize  is  depressed, 
and  at  last,  by  the  accumulation  of  public  exac- 
tions, commercial  capital  may  be  induced  to  de- 
sert the  country.  These  are  not  distant  evils  fore- 
seen only  by  prudence,  but  present  evils,  the  ex- 
istence of  which  is  too  much  felt  to  be  contro- 
verted or  overlooked.     Each   new  budget   in- 
creases the  financial  difficulties,  till  even  the  mi- 
nister, who,  for  the  ease  of  his  administration, 
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might  be  inclined  to  shut  his  eyes  against  the 
truth,   is  at  last  convinced  that,  without  some 
check  on  the  constant  accumulation  of  debt,  the 
system  must,  at  a  future,  and  perhaps  not  a  very 
distant,  time,  become  incapable  of  further  exten- 
sion.    A  period  may  be  confidently  anticipated 
at  which  the  ingenuity  of  evasion  will  defy  all  the 
ingenuity  of  checks  and  control,  or  the  public 
exactions  will  undermine  the  prosperity  and  damp 
the  exertions  of  the  people ;  a  period  at  which 
that  increase  of  public  revenue,  which  is  at  pre- 
sent a  matter  of  some  difficulty,  will  baffle  all  the 
contrivances  of  the  most  dexterous   financier. 
When  this  period  arrives,  the  funding  system  is 
at  an  end,  public  credit  will  be  annihilated,  and 
there  will  be  no  means  of  defraying  the  annual 
expenditure,  but  the  seizure  of  those  revenues 
which  were  appropriated  to  the  creditors  of  the 
state. 

There  are  also  other  dangers  attending  a  rapid 
accumulation  of  debt.  Long  before  the  objects 
of  taxation  are  nearly  exhausted,  the  people  may 
refuse  to  submit  to  further  privations.  Because 
we  have  seen  them  cheerfully  resign  a  fourth  of 
their  income  to  the  wants  of  the  state,  we  cannot 
conclude  that  they  will,  with  equal  submission, 
resign  a  half.  As  taxes  are  accumulated,  priva- 
tions become  more  painful.  To  part  with  a  few 
superfluities  may  be  easy,  when  the  passions  of 
the  nation  are  roused,  or  general  confidence  is 
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reposed  in  the  wisdom  and  integrity  of  admini- 
stration -9  but  to  abandon  one  indulgence  and  one 
comfort  after  another,  without  any  prospect  of 
a  speedy  diminution  of  the  public  demands,  may 
at  last  wear  out  the  patience  of  the  most  loyal 
people.    The  increased  exactions,  particularly  if 
the  events  of  war  be  unprosperous,  may  generate 
such  a  spirit  of  discontent  as  shall  cause  even  the 
boldest  minister  to  shrink  from  an  increase  of  the 
public  burdens.    In  such  circumstances,  there  is 
an  end  not  only  to  the  funding  system,  but  also 
to  every  scheme  of  raising  extraordinary  supplies 
within  the  year.  Should  immediate  peace  be  un- 
attainable on  terms  agreeable  to  the  nation,  there 
remains  no  resource  for  defraying  the  annual  ex- 
penditure, except  the  misapplication  of  the  re- 
venue provided  to  discharge  the  interest  of  the 
debt  already  contracted.    Such  a  breach  of  pub- 
lic faith  must  indeed  ruin  many  individuals,  and 
is  in  truth  a  robbery  of  part  of  the  nation  for  the 
benefit  of  the  rest  j  but  it  will  be  defended  on 
the  plea  of  public  necessity,  and,  in  the  hour  of 
distress,  the  complaints  and   remonstrances  of 
those  who  are  aggrieved  will  be  little  regarded. 
"  This,"  says  an  eminent  author,  "  I  think  may 
"  be  called  the  natural  death  of  public  credit :  for 
"  to  this  period  it  tends  as  naturally  as  an  ani- 
6€  mal  body  to  its  dissolution  and  destruction."  * 

*  Hume's  Essays,  Part  II.  Essay  IX. 
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It  is  a  measure  of  obvious  prudence,  ere  it  be 
too  late,  to  ward  off  such  calamities,     A  minis- 
ter must  be  anxious  to  avoid  a  crisis  so  big  with 
danger,  and  the  people,  if  they  can  confide  in 
the  due  application  of  the  fund,  will  easily  be 
persuaded  to  contribute  to  a  measure  essential 
to  public  credit,  as  well  as  to  the  future  resour- 
ces of  the  state.     Accordingly,  as  early  as  the 
year  1716,  a  sinking  fund  was  established  in  Bri- 
tain ;  but,  after  some  years,  being  often  diverted 
to  other  purposes  than  the  liquidation  of  the  pub- 
lic debt,  its  operations  became  wholly  inefficient. 
The  frequent  wars  in  which  Great  Britain  was 
engaged,  and  in  particular  that  which  termina- 
ted in  the  independence  of  America,  were  at- 
tended with  great,  and,  at  that  time,  unexampled 
expense  ;  so  that  in  the  year  1?85,  the  national 
debt  had  risen  to  what  was  then  considered  as 
the  alarming  amount  of  240  millions.  *     The 
great  depression  of  stock  during  the  last  years 
of  the  preceding  war,  seemed  to  prove  the  ne- 
cessity of  reducing  this  debt,  and  setting  limits 
to  its  future  accumulation.     In  this  view,  taxes 
were  imposed,  calculated  to  produce  one  million 
a  year  beyond  the  peace  establishment,  and  this 

*  In  February,  1812,  the  whole  debt  due,  or  guaranteed 
by  Britain,  when  reduced  to  3  per  cents.,  and  after  deduct- 
ing what  had  been  redeemed  by  the  sinking  fund,  amounted 
to  691  millions,  exclusive  of  unfunded  debt. 

See  Hamilton  on  the  National  Debt,  page  116. 
VOL.  Ill,  Z 
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annual  million  was  vested  in  trustees  to  be  em- 
ployed in  purchasing,  for  the  behoof  of  the  na^ 
tion,  part  of  the  stock  that  had  been  created. 
By  annually  adding  the  interest  of  the  stock  sa 
purchased  to  the  million  issued  by  government* 
it  was  calculated  that  the  whole  existing  debt 
would  be  redeemed  in  little  more  than  fifty  years. 
By  this  plan,  however,  little  would  have  been  ac- 
complished, if  some  kind  of  limit  had  not  been 
assigned  to  future  contractions  of  debt.  Long 
before  the  240  millions  were  redeemed,  new  loans 
to  a  much  greater  amount  might  have  been  re- 
quired, and  the  time  of  liquidating,  or  even  re- 
ducing, the  public  debt  might  have  been  inde- 
finitely postponed.  At  the  commencement  of 
the  next  war,  it  was  therefore  resolved,  and  in 
the  strongest  manner  recommended  by  the  legis- 
lature, that,  in  all  future  loans,  one  per  cent, 
beyond  the  annual  interest,  should  be  provided 
by  taxes,  and  applied,  by  the  same  commission- 
ers, to  the  discharge  of  the  debt.  By  the  ope- 
rations of  compound  interest,  it  was  ascertained 
that  each  loan  would,  in  this  way,  be  fully  re- 
deemed in  somewhat  less  than  forty  years  from 
the  date  of  its  contraction.* 

This  sinking  fund,  though  entitled  to  high  com- 
mendation, has  proved  inadequate  to  the  desired 

*  These  two  funds  are  now  consolidated,  and  various  alter- 
ations have  been  made  upon  them. 
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reduction 'of  the  national  debt.     Its  operations 
were  much  too  slow  to  produce  sufficient  effect 
during  any  peace  of  which  former  experience 
could  warrant  the  expectation.     From  the  revo- 
lution, the  years  of  war  had  nearly  equalled  those 
of  peace,  and  it  was  doing  too  much  honour  to 
the  advancement  of  civilization,  to  trust  for  the 
efficacy  of  a  plan  of  finance  to  any  considerable 
mitigation  of  those  selfish  and  irritable  propensi- 
ties, which,  in  opposition  to  common  sense  and 
humanity,  plunge  nations  into  war.     One  cam- 
paign, it  should  have  been  recollected,  adds  more 
to  the  national  debt,  than  under  this  system  could 
be  redeemed  during  many  years  of  tranquillity. 
If  the  ensuing  peace  had  been  of  very  long  du- 
ration, the  riches  of  the  nation  must  have  accu- 
mulated so  rapidly,  that,  amidst  the  general  pro- 
sperity of  the  country,  the  burden  of  the  debt 
could  scarcely  have  been  felt.  It  was  not  for  such 
a  state  of  things,  but  for  the  possible  renewal  of 
war,  at  no  very  distant  time,  that  it  was  expedi- 
ent to  make  provision ;  and  therefore  the  opera- 
tion of  the  sinking  fund  ought  to  have  been  such 
as  materially  to  affect  the  resources  of  the  state, 
during  the  period  that  might  reasonably  be  as- 
signed to  the  ensuing  peace.    One  million  a  year 
with  accumulated  interest  amounts  in  ten  years 
to  about  122  millions,  which,  at  that  time,  might 
have  been  considered  as  nearly  the  expense  of  a 
single  campaign.   On  the  recurrence  of  war,  the 
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relief  expected  from  so  small  a  reduction  of  the 
debt  could  not  be  of  importance  ;  but  had  two 
or  three  millions  been  annually  set  aside  for  the 
same  purpose,  the  resources  of  the  nation  might 
have  been  very  materially  improved. 

Perhaps,  indeed,  the  people  might  have  been 
unwilling  to  submit  to  further  privations  in  order 
to  discharge  a  debt,  part  of  which  was  of  old 
contraction ;  but  the  same  apology  cannot  be  of- 
fered for  restricting  to  one  per  cent,  the  sinking 
fund  intended  for  the  redemption  of  future  loans. 
The  object  was  to  prevent  the  increase  of  debt, 
which,  if  the  nation  should  be  frequently  invol- 
ved in  war,  might  lead  to  great  financial  embar- 
rassment, and  ultimately  to  bankruptcy.   To  se- 
cure this  object,  the  debt  contracted  during  a 
war  should,  if  possible,  be  discharged  during  the 
ensuing  peace  ;  but  in  forty  years  it  was  proba- 
ble that  at  least  the  half  might  be  years  of  war, 
and  consequently,  that  before  the  taxes  imposed 
at  the  commencement  of  the  period  became  ap- 
plicable to  new  loans,  it  might  be  requisite  to 
provide  for  the  expenditure  of  twenty  campaigns. 
Had  taxes  been  imposed  to  the  amount  of  two 
per  cent,  beyond  the  interest,  each  loan  would 
have  been  redeemed  in  about  twenty-six  years, 
and  the  taxes  appropriated  both  for  its  interest 
and  the  sinking  fund,  becoming  then  free,  might 
have  been  repealed,  unless  they  were  wanted  as 
the  security  for  another  contraction  of  debt.  On 
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the  supposition  of  equal  years  of  peace  and  war, 
the  whole  new  debt  contracted  could,  in  no  in- 
stance, have  exceeded  the  expenditure  of  thirteen 
campaigns,  and  the  interest  and  charges  on  this 
sum,  joined  to  the  ordinary  expenses  of  admini- 
stration, would  have  formed  the  utmost  limit  of 
the  public  revenue. 

A  debt  thus  restricted  in  amount  is  not  likely 
to  lead  to  national  bankruptcy.  Amidst  the  fi- 
nancial embarrassments  consequent  on  wars,  the 
minister  may  always  look  to  the  extent  of  those 
burdens  which  he  may  have  to  impose,  and  the 
people  to  the  limits,  under  an  economical  admi- 
nistration, of  those  which  they  may  have  to  bear. 
Scarcely  can  it  happen,  in  such  circumstances, 
that  the  inexpertness  of  a  financier,  or  the  impa- 
tience of  the  people,  should  prefer  the  destruc- 
tion of  public  credit,  and  the  ruin  of  many  of  the 
citizens,  to  perseverance  in  a  system  which  must 
prove  effectual  for  the  public  service.  Those  sa- 
crifices of  which  the  extent  may  be  foreseen  will 
neither  appear  so  intolerable  as  to  overpower  the 
feelings  of  humanity  and  justice,  nor  will  the  na- 
tion refuse  to  submit  to  very  great  privations, 
when,  by  doing  so,  the  disgrace,  convulsions,  and 
ruin  of  a  national  bankruptcy,  with  its  consequent 
danger  to  national  independence,  may,  with  the 
utmost  certainty,  be  avoided. 

The  influence  derived  from  the  administration 
of  the  revenue,  will  also  be  less  dangerous  than 
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if  that  revenue  might  be  increased  to  an  indent 
nite  extent.  Great  as  it  may  become,  if  there 
be  a  limit  which  it  cannot  pass,  checks  and  con- 
trols may  be  devised  without  danger  of  their  be- 
ing rendered  nugatory  by  new  and  unforeseen 
additions  to  the  debt.  It  may  indeed  be  diffi- 
cult to  preserve  the  national  councils  from  the 
undue  influence  arising  from  a  revenue  far  with- 
in the  bounds  assigned  by  any  practicable  sink- 
ing fund  ;  but,  if  it  be  so,  all  endeavours  to  ba- 
lance that  corruption,  of  which  the  means  are 
not  circumscribed,  must  be  altogether  fruitless. 

On  the  accumulation  of  national  wealth,  the 
effects  of  a  sinking  fund  are  most  beneficial  \  gra- 
dually converting  into  capital  all  the  debt  which 
has  been  contracted,  and  thus  repairing,  during 
peace,  the  waste  occasioned  by  former  wars. 

Taxes  for  defraying  the  annual  and  regular 
charges  of  government,  in  whatever  these  charges 
may  consist,  are  paid  by  each  individual  from 
what  he  would  otherwise  have  consumed.  It  is 
no  doubt  true,  that  the  heavier  the  weight  of 
taxes,  the  more  difficult  it  is  to  sacrifice  accus- 
tomed indulgences,  and  the  greater  the  tempta- 
tion to  intermit  for  a  time  that  accumulation 
which  is  dictated  by  prudence.  But  it  is  also 
true  that  this  interruption  of  the  usual  progress 
of  wealth  is  only  temporary  ;  mankind  soon  ac- 
commodating their  conduct  to  the  new  circum- 
stances in  which  they  are  placed.    Were  all  tax- 
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es  to  be  at  once  abolished,  private  luxury  would, 
after  a  very  short  period,  consume  nearly  the 
whole  of  that  revenue  which  had  formerly  sup- 
plied the  wants  of  the  state  :  in  the  same  man- 
ner, the  chief  and  permanent  effect  of  an  increase 
of  taxes  is,  not  to  diminish  wealth,  but  to  deprive 
the  citizens  of  part  of  those  luxuries  or  comforts, 
which,  without  imprudence,  they  might  former- 
ly have  enjoyed. 

If  the  taxes  are  applied  to  the  current  expen- 
ses of  government,  or  to  the  payment  of  the  in- 
terest of  loans*  no  increase  of  wealth,  it  is  evident, 
can  arise  from  the  privations  to  which  the  people 
are  exposed  ;  that  which  was  formerly  consumed 
by  the  contributors  being  now  consumed  by  the 
servants  and  creditors  of  the  state.  But  in  as  far 
as  the  public  revenue  is  applied  to  the  extinction 
of  public  debt,  it  is  altogether  preserved  from 
consumption,  and  thenceforward  constitutes  part 
of  the  productive  capital  of  the  nation.  This 
transaction  is  extremely  different  from  the  ordi- 
nary transference  of  stock  from  one  person  to  an- 
other, and  even  from  the  discharge  of  the  nation- 
al debt,  as  has  sometimes  been  proposed,  by  one 
great  and  general  contribution.  He  who  sells 
stock  gets  money  into  his  possession,  which  for- 
merly was  locked  up  in  the  public  funds,  but  now 
must  be  employed  in  some  kind  of  trade  by  its 
proprietor,  or  those  to  whom  he  may  lend  it : 
and  the  person  who  purchases  the  stock  ( who  in 
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this  case  is  the  nation)  pays  its  price  not  with 
any  part  of  what  formerly  was  capital,  but  with 
that  which,  in  consequence  of  the  tax,  has  been 
saved  from  his  ordinary  expenditure.     A  nation 
involved  in  debt  is  like  an  individual  in  the  same 
situation.     Neither  does  a  transference  of  his 
bonds  from  one  creditor  to  another  affect  his  pecu- 
niary circumstances,  nor,  by  paying  his  debt  from 
his  commercial  capital  could  he  add  any  thing 
to  his  wealth  :  but  if,  in  order  to  extricate  him- 
self from  difficulties,  he  practise  more  rigid  eco- 
nomy, and  annually  lay  aside  a  part  of  what  he 
was  accustomed  to  spend,  he  becomes  each  year 
a  richer  man  by  the  amount  of  all  the  debt 
which,  in  this  manner,  he  is  able  to  discharge- 
By  thus  providing  a  fund  for  the  gradual  ex- 
tinction of  debt,  the  extraordinary  expenditure 
of  war,  however  great  it  may  be,  is  prevented 
from  diminishing  permanently  the  wealth  or  re- 
sources of  the  nation.     Capital,  indeed,  is  for  a 
time  decreased  ;  but  if  taxes  be  levied  to  a  great- 
er amount  than  the  permanent  interest  of  the 
loan,  the  inhabitants  are  excited  to  stricter  fru- 
gality, and  a  fund,  altogether  independent  of  the 
ordinary  accumulation,  is  formed  from  that  fru- 
gality, sufficient,  in  due  time,  to  reproduce  all 
the  capital  which  had  been  consumed.  However 
long  a  war,  of  which  the  expense  is  thus  defray- 
ed, may  continue,  and  however  much  the  peo- 
ple may  be  exposed  to  privations,  neither  public 
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nor  private  wealth  can  suffer  any  material  or  per* 
manent  decay.* 

Nor  is  it  only  by  gradual  repayment,  that  a 
sinking  fond  sets  limits  to  the  contraction  of  pub- 
lic debt.  In  as  far  as  it  supports  the  market  price 
of  stock,  it  has  also  some  effect  in  diminishing 
the  amount  of  loans  requisite  for  the  public  ser- 
vice. At  all  times,  there  are  a  certain  number 
of  stockholders,  who,  having  occasion  for  the 
money  lent  to  government,  bring  forward  their 
stock  for  sale ;  and,  in  proportion  to  the  num- 
ber of  sellers  compared  to  the  number  of  persons 
desirous  of  purchasing,  the  price,  like  that  of  all 
other  commodities,  must  vibrate  in  the  market. 
Minors  are  coming  of  age,  and  entering  into  pro- 
fessions ;  capitalists  are  dying,  and  their  proper- 
ty devolving  to  those  who  wish  to  invest  it  in 
other  speculations  ;  and  occasionally  public  disas- 
ters render  the  timid  distrustful  of  the  national 
resources.  While  stock  is  thus  constantly  offered 
for  sale,  the  prospect  of  new  loans  and  of  farther 
depression  will  keep  back  purchasers,  till  the 
price  is  greatly  reduced ;  and  if,  in  the  mean- 
time, government  has  occasion  to  negociate  a 
nejv  loan,  the  terms  must  be  proportionally  un- 
favourable to  the  nation.     But  the  sinking  fund 

*  The  apprehension  that  capital  may  increase  too  rapidity 
from  which  an  argument  has  been  drawn  against  a  sinking 
fimd,  has  already  been  considered,     See  Book  II.  Chap,  IV. 

Ses,  L  •  • 
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provides  a  set  of  regular  purchasers  to  take  up  the 
stock  as  it  is  offered  for  sale,  and  thus  partially 
counteracts  that  depression,  which,  although 
arising  from  transient  circumstances,  the  alarm 
of  stockholders  would  increase  and  prolong. 

The  more  steady  that  stock  can  be  rendered 
in  value,  it  becomes  the  more  eligible  to  various 
capitalists,  as  a  temporary  way  of  employing  and 
securing  their  wealth.    Those  who  wish  to  keep 
the  command  of  their  money,  will  not  place  it  in 
a  fluctuating  fund,  where,  at  the  time  they  may 
be  desirous  of  withdrawing  it,  a  great  part  of 
its  marketable  value  may  be  suak.     They  will 
rather  discount  the  bills  of  merchants,  or  lend 
their  money  to  bankers,  by  whom,  for  the  same 
reason,  it  will  be  employed  in  the  same  manner. 
But  in  proportion  as  the  price  of  stock  is  steady, 
government  securities   are  the  better  adapted 
to  the  purpose  of  yielding  revenue  for  a  limit* 
ed  time,  at  the  expiry  of  which  the  command 
of  the  capital  can  again  be  resumed ;  and  what- 
ever increases  the  number  of  persons  desirous  of 
purchasing  such  securities  necessarily  raises  their 
value.     If,  therefore,  a  sinking  fund  renders  the 
price  of  stock  less  fluctuating,  it  will  also  ren- 
der  that  price  higher  upon  the  whole ;  and  go* 
vernment  will  consequently  be  able  to  borrow 
on  more  favourable  terms.     Accordingly,  not- 
withstanding the  unexampled  increase  of  the  na- 
tional debt  since  1793,  the  price  of  stock  has 
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been  considerably  higher,  and  the  loans  have 
been  contracted  for  on  better  terms,  than  du- 
ring the  American  war.     Without  a  fund  always 
ready  to  purchase  stock  as  it  was  offered  for  sale, 
no  purity  of  administration  or  financial  expert- 
ness,  notwithstanding  the  accumulation  of  wealth 
that  has  taken  place,  would  be  sufficient  to  ac- 
count for  such  a  result.     Even  independently  of 
the  replacing  of  the  capital  that  has  been  con- 
sumed, the  privations  of  the  people,  if  faithful- 
ly applied  to  the  redemption  of  the  debt,  are 
thus  productive  of  important  benefits.    The  war 
expenditure  is  defrayed  at  a  cheaper  rate;  for 
the  debt  that  is  contracted  being  to  a  less  amount, 
requires  fewer  taxes  for  the  annual  payment  of 
the  interest,  as  well  as  for  its  ultimate  redemp- 
tion. # 


*  Since  the  above  was  written,  Dr  Hamilton,  in  his  very- 
clear  and  accurate  Enquiry  concerning  the  National  Debt,  has 
proved  the  fallacy  of  the  idea,  that,  during  war,  the  sinking 
fund  redeems  the  old  debt  according  to  the  principle  of  com- 
pound interest ;  and  has  shown  that  very  considerable  pecu- 
niary loss  is  sustained  by  applying  surplus  revenue  to  the  ex- 
tinction of  old  debt,  rather  than  to  the  prevention  of  new.  If 
the  observations  in  the  text  are  just,  some  compensation  for 
this  loss  Will  be  derived  from  the  steadiness  and  consequent 
high  price  of  stocks*  At  any  rate,  there  can  be  little  doubt, 
that  if  the  surplus  revenue  had  not  been  applicable  to  the 
sinking  fund,  it  never  would  have  existed  ;  and  Dr  Hamilton 
is  a  powerful  advocate  for  levying  taxes  beyond  the  annual 
interest  of  the  loans,  although  he  thinks,  and  perhaps  justly, 
that  the  surplus  might  have  been  more  beneficially  employed 
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It  is  a  further  recommendation  of  a  sinking  fund, 
that,  without  cramping  the  exertions  of  the  na- 
tion in  a  just  war,  it  operates,  in  some  measure, 
as  a  restraint  on  the  hostile  passions  of  mankind. 
At  the  commencement  of  a  war,  sanctioned  by 
the  approbation  of  the  people,  there  can  be  no 
such  difficulty  in  finding  taxes,  both  for  the  in- 
terest  and  gradual  redemption  of  a  loan,  as  to 
deter  a  minister  from  putting  forth  the  strength 
and  energies  of  the  empire ;  but  the  additional 
burdens  occasioned  by  the  sinking  fund  may  in 
some  degree  check  the  warlike  propensities  of 
the  people,  and  lead  them  to  consider,  whether 
the  object  be  worth  the  probable  expense  of  its 
attainment. 

It  is  fortunate  that  the  mode  of  supplying  the 
extraordinary  expenditure  of  the  state,  which 
seems  upon  the  whole  the  most  expedient,  should 
also  be  one  of  which  no  partial  or  interested  views 
oppose  the  adoption.  In  the  present  state  of 
society,  it  were  in  vain  to  expect,  however  much 
it  might  be  wished,  that  war  should  be  carried 
on  without  incurring  public  debt.  Although  the 
advantage  of  raising  the  whole  supplies  within 
the  year  could  be  demonstrated,  no  minister 
would  chuse  to  incur  the  unpopularity  arising 
from  such  an  attempt ;  or,  if  this  virtuous  minis- 
ter could  be  found,  the  misguided  indignation  of 
the  people  would  drive  him  from  the  helm,  and 
entrust  the  safety  of  the  state  to  a  more  pliant  po- 
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litician.  But  without  indulging  in  chimerical 
speculations,  we  may  be  allowed  to  hope,  that 
the  evils  of  the  funding  system  will  be  palliated 
by  such  a  sinking  fund,  as,  in  each  succeeding 
peace,  may  discharge  the  obligations  contracted 
during  the  war.  By  this  system,  many  of  the 
inconveniences  and  losses  resulting  from  a  sud- 
den call  on  the  inhabitants  are  avoided ;  the  ca- 
pital consumed  by  public  expenditure  is  repro- 
duced by  private  parsimony ;  the  resources  of 
the  nation  are  at  all  times  iu  a  state  of  readiness 
for  the  public  service  ;  some  check  is  given  to 
the  unfortunate  propensity  of  mankind  to  engage 
in  unprovoked  or  unnecessary  wars;  and  the 
public  debt  may  be  prevented  from  increasing 
to  an  amount  incompatible  with  the  liberties  of 
the  people, 
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sympathy — disproportion,  when  observable,  accounted 
for — from  novelty — surprise — habitual  association* 
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Sect.  II.  Of  the  Sentiments  excited  in  the  Spectator  by  the  di- 
rect Consequences  of  an  Action,      ------    I.  16. 

Origin  of  the  sentiments  of  merit  and  demerit,  or  of  the 
desire  of  rewarding  and  the  desire  of  punishing — their 
dependence  on  the  propriety  of  the  action — they  arise 
from  sympathy  with  the  feelings  of  the  person  benefit- 
ed or  injured — manner  in  which  we  judge  of  the  me- 
rit or  demerit  of  our  own  actions- — differences  between 
the  sentiments  of  the  spectator,  and  of  the  person  af- 
fected by  the  action,  accounted  for. — I.  From  the  com- 
parative weakness  of  sympathetic  emotions. — II.  From 
particular  circumstances  incapacitating  the  person  af- 
fected by  the  action  from  feeling  the  natural  degree  of 
emotion. — III.  From  gratitude  being  opposed,  and  re- 
venge stimulated,  by  selfish  feelings  with  which  the 
spectator  does  not  sympathize. — IV.  From  the  effects 
of  surprise  and  admiration. 

Sect.  III.  Of  the  Sentiments  excited  in  the  Spectator  by  the  in- 
direct Consequences  of  Actions,  -------I.  32 

I.  Future  good  or  evil  anticipated  from  the  motives  dis- 
played by  the  agent— liveliness  of  these  anticipations. 

II.  Future  good  or  evil  anticipated  from  the  tendency  of 
actions  to  strengthen  or  weaken  the  sense  of  duty — 
origin  of  the  sense  of  duty — and  its  importance. 

The  sentiments  produced  by  the  propriety  and  direct 
consequences  of  actions  modified  by  these  views  of  in- 
direct utility — the  emotions  arising  from  indirect  uti- 
lity weaker  than  from  direct — reasons  of  this. 


CHAP.  II. 

On  the  Nature  and  Degree  of  Approbation  bestow- 
ed on  the  several  Virtues^ I.  49 

Division  of  the  virtues  into  personal  and  social. 
tSect.  I.     Of  the  Personal  Virtues, I.  49 

I.  Prudence—approved  of  as  proper— not  productive  of 
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admiration — imprudence  viewed  with  contempt — pru- 
dence does  not  give  rise  to  gratitude — its  anticipated 
consequences  agreeable — sense  of  duty  as  much  sup- 
ported by  experience  of  the  consequences  of  the  vice, 
as  of  the  virtue. 

II.  Temperance — approved  of  as  proper — excites  little 
admiration — intemperance  productive  of  great  dis- 
gust— the  good  or  evil  arising  from  the  virtue  or  vice 
relates  entirely  to  the  agent  himself — therefore  no 
room  for  gratitude — approbation  or  disapprobation 
strengthened  by  anticipations — a  sense  of  duty  very 
necessary  to  the  uniform  exercise  of  this  virtue — the 
example  of  intemperance  not  seductive,  unless  from 
particular  associations. 

III.  Fortitude — approved  of  from  the  same  principle  with 
temperance — but,  by  acting  on  the  imagination,  this 
virtue  excites  the  most  enthusiastic  admiration — this 
admiration  unconnected  with  the  consequences,  which 
may  be  beneficial  or  otherwise  according  to  circum- 
stances—cowardice excites  contempt,  not  revenge — 
sometimes  punished  from  views  of  policy. 

Sect.  II.  Of  the  Social  Virtues, I.  63 

I.  Beneficence — approved  of  as  proper — applauded  when 
to  an  unexpected  degree — its  consequences  excite  gra- 
titude— this  sense  of  merit  strengthened  by  anticipa- 
tions— little  affected  by  the  tendency  to  support  gene- 
ral rules. 

Selfishness  excites  dislike — disgust — but  not  revenge, 
either  by  its  immediate  or  anticipated  consequences — 
therefore  gives  rise  to  no  desire  of  punishing — could 
not  be  punished  without  minute,  vexatious,  and  unsatis- 
factory enquiries. 

II.  Justice — gives  rise  to  no  strong  feelings  in  the  spec- 
tator— 

Injustice,  however,  excites  very  strong  emotions — sense 
of  impropriety — indignation— heightened  by  anticipa- 
VOL.  III.  2  A 
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tions  of  future  wrong — and  by  the  necessity  of  repress- 
ing injuries — desire  of  punishing — province  of  law. 
III.  Virtues  intermediate  between  beneficence  and  jus- 
tice.— 1st,  Gratitude— circumstances  that  strengthen 
our  disapprobation  of  ingratitude — this  vice  not  to  be 
repressed  by  law. — 2d,  Duties  from  the  filial  relation — 
their  origin — their  neglect,  in  particular  cases,  occa- 
sions indignation — to  this  extent,  these  duties  enforced 
by  the  laws  of  several  nations — 3d,  Duties  from  the 
parental  relation— these,  in  some  degree,  obligations 
of  justice — and  consequently  enforced — instances  in 
which  law  has  interfered  too  much  with  the  discretion- 
ary power  of  parents. 


BOOK  I. 

OF  THE  CONSTITUTION  OF  GOVERNMENT. 

CHAP.  I. 


Of 


the  Nature  and  Limits  of  the  Rights  of  Go~ 
vernment,      --------.     L  84 

Sect.  I.  Of  the  Natural  Rights  of  Man,    -    -    -    -    I.     ib. 

What  has  sometimes  been  called  the  natural  state  of  man, 
a  mere  fiction  of  imagination — but  may  be  assumed  as  a 
hypothesis  to  simplify  enquiry — Actions  having  refer- 
ence to  the  agent  himself  discretionary — also  those  ha- 
ving reference  to  others,  except  when  they  occasion 
injury — from  this  restriction  arise  rights,  to  the  opposite 
party,  of  self-defence,  and  punishment — All  rights  have 
been  denied — objections  to  their  existence  considered. 
Sect.  II.  Of  the  Divine  Right  of  Government,    -    -    -   I.     94? 

Long  the  fashionable  opinion  in  Britain — but  groundless 
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— possession  of  power  no  proof  of  divine  approbation — 
approbation  inferred  from  the  utility  of  government — 
this  system  merges  into  that  of  utility. 
Sect.  III.  Of  the  Right  of  Government  from  Compact,    I.  99 

The  opinion  of  Mr  Locke  and  the  whigs — but  untenable 
—  1st,  Difficulties  attending  the  time  of  life  at  which 
the  compact  is  made — 2dly,  Difficulties  attending  the 
manner  of  entering  into  the  compact — tacit  compact- 
tests — 3dly,  Difficulties  attending  the  nature  of  the 
compact — when  tacit,  ill  defined — when  by  tests,  either 
unintelligible  or  hurtful — 4?thly,  Difficulties  attending 
the  term  of  endurance — Mr  Locke's  doctrine — pre- 
cludes every  improvement. 
Sect.  IV.  Of  the  Right  of  Government  from  Utility,     I.  112 

Rights  of  government  not  founded  on  propriety — but  on 
utility — Social  combination  natural — and  useful — 1st, 
For  defence — 2dly,  For  hunting — 3dly,  For  rendering 
effectual  the  rights  of  man — origin  of  criminal  and  of 
civil  jurisdiction — '4thly,  For  increasing  the  comforts  of 
all — execution  of  public  works — 5thly,  For  theimprove- 
ment  of  man — this  the  most  important  end — but  per- 
ceived only  in  the  more  advanced  states  of  society. 

Rights  of  a  majority  arise  from  the  nature  of  social  union — 
limited  by  justice — require  no  dereliction  of  the  rights 
of  private  judgment — Form  of  government  to  be  de- 
termined by  a  majority — Mr  Hume's  opinion  of  the 
duty  of  submission — exaggerated — Rights  of  a  majori- 
ty not  founded  on  compact. 
Sect.  V.  Of  the  Rights  of  Man  in  Society,  *  -  -  I.  134* 
The  continuation  of  some  portion  of  natural  right,  the 
only  circumstance  which  renders  its  existence  import- 
ant—Rousseau's opinion  erroneous — has  arisen  from 
viewing  natural  rights  as  unlimited — modification  in  so- 
ciety of  natural  rights — I.  Discretionary  rights  limited 
— by  positive  laws — in  comparatively  few  cases — pre- 
servation of  natural  rights  a  test  of  good  government — 
II.  Rights  respecting  the  actions  of  others,  not  relin- 
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quished,  but  committed  to  government — Right  to  de- 
fence— acknowledged  by  law — Right  of  punishment,  if 
not  exercised  by  the  state,  reverts  to  the  injured  party 
—case  of  slaves — tyrannicide-w-duel. 
Civil  rights  modifications  of  natural  rights — ought  to  be 
equal  to  allr— -requisites  for  this  equality — justification 
of  slight  infractions  of  it. 


CHAP.  II. 
Of  the  Distribution  of  Political  Power,     I.  156 

Sect.  I.  Of  the  degree  of  Political  Inequality  that  is  justified 
by  its  Utility,     -------     -     -     --      -    ib. 

Political  power  no  part  of  the  rights  of  man — Inequality 
whenever  magistrates  are  appointed — also  when  the 
power  of  legislation  is  delegated — justification  of  these 
Inequalities — political  inequalities  may  be  permanent, 
or  temporary — difficulty  of  justifying  the  former — poli- 
tical power  desirable  in  itself — and  as  a  defence  of  ci- 
vil rights — remarks  on  appointments  for  life — andonhe- 
reditary  power — want  of  talents— separate  interests — 
effects  on  national  improvement—Britain,  Holland,  and 
Switzerland,  contrasted  with  Spain  and  Italy— -circum- 
stances which  preceded  the  most  splendid  eras — of 
Greece — Rome — modern  Italy — France — and  Eng- 
land. 

Sect.  II.  Of  permanent  Political  Inequalities  founded  on  Me- 
rit,  Riches,  and  Birth,      -      -      ------      I.  183 

Justification  of  these  inequalities  from  the  sentiments  of 
mankind — this  opinion  confounds  influence  with  power 
— no  mode  of  ascertaining  merit — therefore  not  a  pro- 
per foundation  of  power — disqualifications,  if  not  al- 
ways unjust,  seldom  useful. 
Wealth  and  birth  entitled  to  deference  only  in  trivial 
matters — no  considerable  influence  justified  by  the  sen- 
timents of  mankind — power  cannot  be  proportioned  to 
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this  influence — because  the  influence  depends  on  per- 
sonal character — and  because  the  power  would  be  an 
addition  to  the  influence,  not  a  substitute  for  it. 
Sect.  III.  Of  the  Representation  of  the  People,     -    -    I.  195 

Use  of  general  principles  in  political  reasoning — modified 
by  many  circumstances. 

Universal  suffrage  represented  as  subversive  of  property 
—-this  a  groundless  apprehension—its  real  evils — bri- 
bery— riotous  canvassing — loss  of  influence  of  the  mid- 
dling ranks— confinement  of  elections  to  the  opulent — 
unlimited  power  in  the  executive  government — correc- 
tion of  these  evils  by  double  election — some  check  on 
disorder — none  on  corruption  and  its  consequences. 

Some  qualification  of  voters  therefore  expedient — ex- 
clusion of  the  labouring  class — can  scarcely  be  said  to 
create  inequality — a  higher  qualification  neither  requi- 
red for  the  functions  of  electors — nor  a  security  against 
corruption,  or  delusion — evils  of  too  great  a  limitation 
of  the  right  of  suffrage — No  instances  from  which  we 
can  draw  satisfactory  conclusions — Representation  of 
America — of  France  by  the  constitution  1791 — of  Eng- 
land—its defects  and  uses — Representatives  not  to  be 
bound  by  instructions — proper  check  from  frequency 
of  election — which  is  also  hostile  to  corruption — but  has 
its  limits. 
Sect.  IV.  Of  a  Senate, -    -    -    -    I.  227 

Advantages  of  a  second  legislative  assembly — deliberate 
proceeding  in  one  house  an  insufficient  check — division 
of  the  ordinary  representatives  into  two  chambers  also 
ineffectual— senate  should  be  rendered  more  independ- 
ent of  popular  feeling — means  of  accomplishing  this — 
power  of  originating  laws  common  to  both  houses — but 
would  devolve  chiefly  on  the  ordinary  representatives — . 
formation  of  a  council  of  state — senators  ought  not  to 
hold  their  offices  for  life — would  become  superannua- 
ted— corrupt — or  factious — English  house  of  lords— 
necessarily  dependent— attempt  to  abolish  the  right  of 
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creation — would  have  been  ineffectual-— or  dangerous. 
Sect.  V.  Of  the  Executive  Power,        -----     I.  244 

Dangers  to  be  apprehended  from  the  executive  power — 
supposed  to  be  lessened  by  its  separation  from  the  le- 
gislative— doubts  with  regard  to  this  opinion — legisla- 
tive assembly  should  not  nominate  to  office — faction — 
incompetency — subversion  of  responsibility — the  peo- 
ple should  not  nominate  to  office — this  power  must  be 
lodged  in  the  chief  magistrate. 

Objections  to  every  kind  of  election  of  the  chief  magis- 
trate— contested  elections — faction — danger  of  usurpa- 
tion—if  the  office  be  for  a  term  of  years — fluctuation 
in  public  councils — if  for  life — ambition — venality — ex- 
emplified by  the  papal  government. 

Hereditary  monarchy  to  be  preferred — its  evils  from  vice 
and  incapacity — corrections — responsibility  of  minis- 
ters— dismissal  by  the  representatives — this  power  can- 
not be  converted  into  that  of  appointment — princes  al- 
ways hostile  to  freedom — their  most  dangerous  attacks 
by  corruption — means  of  prevention — influence  of  the 
executive  power  in  no  danger  of  being  too  far  reduced 
— use  of  a  temporary  veto — an  absolute  veto  either  nu- 
gatory— or  prejudicial. 
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BOOK  II. 

OF  THE  DUTIES  OF  GOVERNMENT. 

Introduction, •    -    I«  271 

Division  of  this  Book  into  Eight  Chapters. 

CHAP.  I. 
Of  the  Administration  of  Civil  Law,     -     1.274- 

Sect.  I.  Of Regular  Systems  of  Lavo,     ------     ib. 

Distinction  between  civil  and  criminal  law — separation 

of  the  judicial  from  the  other  powers  of  government 

security  for  the  impartiality  of  judges — in  the  perma- 
nency of  their  appointment — and  in  a  regular  system 
of  law — consuetudinary  law — statute — reasons  why  this 
check  is  defective— farther  security  in  the  number  of 
judges — evils  attending  it — farther  security  in  the  in- 
stitution of  juries — advantages — and  disadvantages. 

Sect.  II.  Of  Decisions  according  to  Equity,  -  -  -  I.  299 
Authority  of  natural  justice  independent  of  law — abstract 
systems  of  law  encourage  litigiousness — by  their  un- 
certainty—by the  habits  of  lawyers — they  also  prolong 
law-suits — and  enable  the  rich  to  oppress  the  poor — 
give  no  security  for  just  decisions — their  principle 
scarcely  reconcilable  to  justice — by  exceptions,  the 
rules  are  gradually  brought  nearer  to  the  circumstances 
of  the  individual  case — systems  of  law  always  remain 
behind  changes  in  manners  and  customs — pervert  mo- 
ral feelings — which  would  be  confirmed  by  decisions 
according  to  the  equity  of  the  case. 
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Sect.  III.  Of  Civil  Statutes, I.  SIS 

Necessary  when  the  decision  is  to  be  regulated  by  views 
of  utility — such  statutes  of  two  kinds — I.  Statutes  which 
supply  a  want  of  precision  in  natural  justice — illustra- 
ted by  age  of  majority — line  of  succession — term  of 
prescription — insolvent  acts — such  statutes  should  mere- 
ly supply  the  precision  that  is  deficient — might  always 
be  simple — II.  Statutes  restricting  natural  rights — very 
various  in  their  nature — the  obligation  arises  from  the 
enactment — necessity  of  plainness  and  precision* 


CHAP.  II. 
Of  the  Administration  of  Civil  Law,  -    -    I.  324 

Sect.  I.  Of  the  Right  of  Punishment,    ------    ib. 

This  right  does  not  arise  from  that  of  self-defence — or 
from  implied  consent — or  from  the  right  of  conquest. 
I.  Of  punishment  for  the  purpose  of  reformation— 
Not  the  original  foundation  of  the  right — coercion  in- 
tended for  the  good  of  the  criminal,  unjust — his  good 
may  flow  from  it — but  this  uncertain — peculiarities  in 
the  correction  of  children — proposal  to  substitute  in- 
struction for  coercion — impracticable — the  mode  on- 
ly of  punishment  should  be  adapted  to  the  reformation 
of  the  criminal. 
II.  Of  Punishment  to  satisfy  the  indignation  of  mankind. 
Revenge,    within  due  limits,  approved  of — illustrated 
from  the  nature  of  indignation — the  contempt  excited 
by  want  of  resentment — and  the  belief  in  a  future  state 
of  retribution — Revenge  unjust  when  it  exceeds  the 
feelings  of  spectators — even  to  this  extent  there  is  a 
disinclination  to  punish — which  must  be  overcome  by 
reflection— -answer  to  objections  drawn  from  this  dis- 
inclination to  punish — from  the  doctrine  of  philosophi- 
cal necessity — from  the  uncertainty  of  evidence  and 
inscrutability  of  motives. 
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Sympathy,  with  the  alarm  and  insecurity  occasioned  by 
crimes — comparatively  weak — right  of  punishment  in 
the  state  derived  from  that  of  the  injured  party — com- 
mensurate to  it. 
III.  Of  punishment  from  views  of  public  utility. 
Effect  of  punishment  in  deterring  from  crime — has  been 
considered  as  the  foundation  of  the  right — its  proper 
province  only  to  render  the  infliction  more  regular  and 
impressive — any  farther  regard  to  utility  unjust — the 
infliction  of  punishment  contrasted  with  the  subjection 
of  the  innocent  to  evil  for  the  good  of  many — penalties 
exceeding  those  awarded  by  indignation  must  be  hurt- 
ful—-1st,  By  preventing  the  certainty  of  punishment — > 
2dly,  By  hardening  the  criminal  and  encouraging  him 
to  more  atrocious  offences — 3dly,  By  corrupting  the 
moral  feelings  of  the  nation.     If  punishment  beyond 
the  award  of  indignation  is  always  hurtful,  indignation, 
not  utility,  is  the  ultimate  measure  of  punishment. 
Sect.  II.  Of  the  Province  of  Juries  in  Criminal  Trials,  I.  365 
Juries  in  Criminal  Trials,  essential  to  liberty — ought  to 
judge  of  the  application  of  the  law,  as  well  as  of  the 
fact — ought  also  to  determine  the  degree  of  punish- 
ment— crimes  sufficiently  denounced  by  conscience-— 
the  proper  degree  of  punishment  not  to  be  altered  by 
law — general  rules  cannot  apportion  penalties  to  the 
circumstances  of  each  crime — or  to  the  situation  of  the 
criminal — nominal  equality  in  punishments,  in  reality 
very  unequal — impossibility  of  describing  bylaw  the 
varieties  of  condition — danger  of  the  attempt — might  be 
left  to  juries — which  would  supersede  the  necessity  of 
pardons — evils  arising  from  pardons — favourable  situa- 
tion of  juries  for  judging  between  the  criminal  and  the 
country. 
Sect.  III.  Of  Criminal  Statutes,      ------    I.     384 

Necessary  when  there  may  be  a  defect  of  precision  in 

natural  law,  or  of  impartiality  in  the  jury. 
I.  The  species  of  punishment  should  be  fixed  by  statute 
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— short  review  of  the  chief  modes  of  punishment — the 
best  to  be  ascertained  only  by  experience  and  reason- 
ing— very  important — not  to  be  left  to  custom — to  ju- 
ries— or  to  judges— to  be  determined  by  the  legisla- 
ture— simplicity  of  such  statutes. 
II.  Penalties  to  enforce  what  is  useful  to  the  state  must 
be  fixed  by  statute— penalty  should  depend  on  the  im- 
portance of  the  regulation  to  be  enforced,  and  the  temp- 
tation to  disregard  it — the  legislature  the  only  proper 
judge — ex-post  facto  laws  of  this  description  unjust 
— choice  left  to  the  citizens  to  observe  the  law  or  sub- 
mit to  the  penalty. 
III.  State  crimes  not  to  be  left  to  juries — sometimes  such 
crimes  occasion  little  indignation— sometimes  an  im- 
partial jury  cannot  be  found — opposite  views  enter- 
tained by  contending  factions— the  result  of  a  trial 
would  depend  on  the  prevalence  of  a  party — statutes 
ought  to  specify  the  acts  which  constitute  state-crimes 
—-the  various  degrees  of  delinquency — the  nature  of 
proof — the  precise  punishment — hardships  arising  from 
such  statutes — preferable  to  insecurity  and  oppresssion. 


CHAP.  III. 

Of  the  National  Defence,  -----  II.  1 
National  Defence,  a  duty  incumbent  on  all  the  citizens — 
either  by  personal  service,  or  pecuniary  contributions. 

Sect.  I.  Of  a  National  Militia,  -    - II.  4 

This  the  most  secure  defence— motives  by  which  a  mili- 
tia is  actuated — illustration  from  Greece,  Rome,  Swit- 
zerland, and  Holland— their  discipline  how  far  defec- 
tive— their  numbers — efficiency  of  an  armed  population 
-^-illustrated  from  late  events— plan  of  a  national  mili- 
tia—evils of  substitution— militia  favourable  to  morals 
— not  adverse  to  the  division  of  labour. 
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A  militia  incomplete  without  a  regular  military  establish- 
ment of  officers,  engineers,  and  artillery — for  defence — 
for  foreign  operations — protection  of  colonies — antici- 
pation of  hostile  attacks — defence  of  weaker  nations— 
balance  of  power — how  far  a  justifiable  cause  of  war — 
militia  a  useful  auxiliary  even  in  remote  wars. 

Sect.  II.  Of  a  Standing  Army,        II.  30 

May  consist  of  foreigners  or  of  natives — inefficiency  and 
danger  of  the  former — the  latter  unfavourable  to  morals 
— dangerous  to  liberty— Dr  Smith's  opinion  consider- 
ed— danger  lessened  by  the  establishment  of  a  militia 
— corrupt  influence  arising  from  army  promotion — 
means  of  lessening  the  mischiefs  of  a  standing  army — 
I.  With  regard  to  the  privates — reduction  of  their  num- 
bers— employment — mitigation  of  military  punishments 
— enlistment  for  a  limited  time — II.  With  regard  to  the 
officers — review  of  the  English  system  of  army  promo- 
tion— new  system  proposed — its  probable  effects  on  the 
army. 


CHAP.  IV. 

Of  the  Superintendance  and  Direction  of  Capital 
and  Industry,        II.  69, 

Sect.  I.  Of  the  Nature  and  Accumulation  of  Capital,  -  ib. 
Nature  of  Capital — increased  by  parsimony — more  rapid- 
ly by  its  employment — profits  from  maintaining  farm 
servants — -progress  to  regular  leases — nature  of  agri- 
cultural profits — manufactures — their  profit  whence  de- 
rived— commerce — nature  of  its  profit — no  essential 
difference  between  profit  derived  from  the  various  em- 
ployments of  capital. 
Economy,  the  only  means  of  accumulating  stock — appre- 
hension of  economy  being  carried  too  far — arises  from 
misapprehension — fears  that  capital  may  be  too  rapidly 
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accumulated — also  groundless — effects  of  rapid  accu- 
mulation— in  increasing  consumption — in  occasioning 
an  extension  of  credit  to  foreign  countries. 
Sect.  II.  Of  the  Distinction  between  Fixed  and  Circulating  Ca- 
pital,  II.  82. 

Dr  Smith's  distinction — well  founded— another  view  of 
the  distinction  proposed — inferences  from' it— I.  The 
land  is  part  of  the  fixed  capital — II.  A  common  rate 
of  profit  does  not  so  readily  establish  itself  over  all  the 
employments  of  fixed,  as  over  those  of  circulating,  ca- 
pital—Ill. Any  diminution  of  demand  for  a  commodity 
produced  partly  by  fixed,  and  partly  by  circulating,  ca- 
pital, must  exclusively  affect  the  profits-  of  the  former — 
IV.  Fluctuations  in  branches  of  trade  employing  ex- 
pensive machinery  are  more  detrimental,  than  in  those 
carried  on  almost  entirely  by  circulating  stock. 
Sect.  III.  Of  the  Distinctions  of  Dr  Smith  and  the  French  Eco- 
nomists, between  productive  and  unproductive  Labour,  -  II.  9S 
The  term  wealth  not  applicable  exclusively  to  the  means 
of  subsistence— or  to  the  means  of  well-being — but  ex- 
tends to  whatever  is  the  object  of  man's  desire — capi- 
tal always  employed  so  as  to  increase  the  objects  of 
desire — rate  of  profit  depends  on  the  demand  compa- 
red with  the  amount  of  capital — expenditure  always 
unproductive — but  consumes  wealth  more  or  less  rapid- 
ly according  to  the  durability  of  the  commodities  used. 
Probable  origin  of  Dr  Smith's  distinction — that  distinc- 
tion explained — objected  to — from  the  infinite  degrees 
of  durability — from  the  mere  abstract  capacity  of  du- 
ration being  unimportant — from  the  actual  duration  be- 
ing dependent  on  other  circumstances  besides  the  na- 
ture of  the  labour — from  profit  being  the  result  of  all 
labour  employed  by  capital — from  the  same  labour  tend- 
ing to  enrich  or  impoverish  the  person  by  whom  it  is 
paid,  according  as  the  commodities  are  consumed  by 
others  or  by  himself. 
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Distinction  of  the  French  economists  stated — objected 
to — from  the  nature  of  the  profit  of  fixed  capital — and 
of  circulating  capital — from  a  view  of  the  maintenance 
of  slaves — and  from  the  nature  of  the  wages  of  free 
labour. 
Sect.  IV.  Of  the  Principles  by  'which  the  Interference  of  Go- 
vernment, in  relation  to  Capital  and  Industry,  should  be  re- 
gulated,   -     -    r -     -     II.  121 

Presumption  that  each  person  will  employ  his  capital  and 
labour  in  the  most  advantageous  manner — and  that  the 
interference  of  government  is  detrimental — the  gene- 
ral argument  founded  on  the  identity  of  private  and 
public  interest  not  altogether  conclusive — objects  that 
may  be  proposed  by  commercial  regulations  consider- 
ed— I.  The  support  of  the  value  of  fixed  capital — II. 
The  encouragement  of  trades  that  give  employment  to 
the  people — III.  The  direction  of  capital  to  branches 
of  trade  yielding  quick  returns — IV.  The  carrying  on 
of  some  branches  useful  to  all,  but  not  certainly  profit- 
able to  the  undertakers — roads — post-office — coinage 
— V.  The  reward  of  discovery  and  invention — VI.  The 
encouragement  of  new  manufactures — VII.  The  rai- 
sing at  home  of  the  materials  of  manufacture — VIII. 
The  encouragement  of  trades  subservient  to  national 
defence — review  of  the  Navigation  Act — general  in- 
ference from  this  enumeration. 
Sect.  V.  Of  Bounties  on  the  Importation  and  Exportation  of 
Corn, II.  161 

Fluctuations  in  the  price  of  corn  greater  than  in  that  of 
other  commodities — and  more  prejudicial — prevention 
of  fluctuation  by  freedom  of  trade — supposes  an  alter- 
ation in  the  policy  of  foreign  states — even  this  ineffec-i 
tual — bounties  may  lessen  fluctuation — just  in  regard 
to  the  former— should  be  such  as  will  favour  agricul- 
ture— its  importance — ultimate  reduction  of  the  price 
of  corn — prevention  of  scarcity — independence  of  state 
policy — other  means  of  attaining  these  objects  inade- 


382         ANALYTICAL  CONTENTS. 

quate — justice  of  giving  some  positive  encouragement 
to  agriculture. 
Dr  Smith's  opinion  that  bounties  raise  the  money  price, 
but  not  the  real  price,  of  corn — though  just,  would  be 
no  objection  to  bounties— would  establish  the  doctrines 
of  the  economists — the  opinion  erroneous — wages  re- 
gulated by  the  demand  compared  to  the  supply — boun- 
ties could  neither  increase  the  demand  for  labour — 
nor  diminish  the  population. 


CHAP.  V. 

Of  the  Distribution  of  Wealth  among  the  several 
Classes  of  the  Inhabitants,  -  -    -     -     II.   188 

Sect.  I.  Of  the  Evils  arising  from  excessive  Inequality  of  Pro- 
perty,    ---------------     ib. 

Inequality  of  conditions  unavoidable — and  to  a  certain 
degree  useful — when  excessive,  injurious — to  the  cha- 
racter of  the  very  rich — and  the  very  poor — to  morals 
—  to  public  spirit  and  free  government— to  agriculture 
— to  industry — to  the  accumulation  of  capital  and  its 
employment — and  to  population. 

Sect.  II.  Of  Equalization  of  Property,  -  -  -  -  II.  209 
Right  of  property  independent  of  civil  society — senti- 
ments on  which  it  is  founded — levelling  unjust — and 
most  destructive — has  never  been  attempted — review 
of  Sparta  at  the  time  of  Lycurgus,  and  of  Agis — of 
Athens — of  the  Agrarian  Law  of  Rome — of  modern 
Europe — Revolutions  of  Switzerland — Holland — Eng- 
land— and  France. 

Sect.  III.  Of  Sumptuary  Lavos,     ------    II.  231 

Views  by  which  they  are  recommended — but  unjust — 
and  impracticable — may  be  made  engines  of  oppres- 
sion— and,  if  they  could  be  executed,  would  be  adverse 
to  national  prosperity. 
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Sect.  IV.    Of  Regulations  tending  to  restrict  Inequality  of 
Property, -     -     -     II.  238 

These  consist  chiefly  in  the  correction  of  laws  tending 
to  promote  inequality. 

I.  Succession — its  principles  in  Natural  Law — should 
be  brought  back  to  these  principles — chief  departures 
from  these  principles — right  of  primogeniture — exclu- 
sion of  half  blood — preference  of  relations  by  the  fa- 
ther to  those  by  the  mother — exclusion  of  ascendants. 

II.  Testaments — Origin  of  the  power  of  dividing  proper- 
ty— varieties,  with  regard  to  it,  in  the  laws  of  different 
countries — its  evils — and  its  advantages — restrictions 
proposed. 

III.  Taxation — the  proportion  which  taxes  bear  to  the 
property  of  each  contributor  ought  to  increase  progres- 
sively according  to  the  amount  of  his  property — this 
principle  justified — from  the  different  degrees  of  priva- 
tion that  follow  from  the  diminution  of  large,  and  of 
small,  incomes — and  from  the  public  expenditure  oc- 
casioned by  great  inequality  of  property. 


CHAP.  VI. 

Of  Legislative  Provisions  for  the  Support  of  the 
Poor,         II.  281 

Means  of  relieving  the  poor — private  charity — encou- 
rages imposture— inadequate — general  contribution  un- 
der the  management  of  trustees — unequal — irregular 
— does  not  justify  the  suppression  of  beggars — peculi- 
arity in  the  situation  of  Holland — Poors'  rate — unjust 
except  under  strict  limits — not  hurtful  to  industry — 
English  poor-laws  very  defective — plan  proposed — law 
of  settlement  unnecessary — poors'-rate  leaves  abun- 
dant scope  for  the  exercise  of  charity — friendly  socie- 
ties— their  excellence— their  limits  when  compulsory 
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—answer  to  objections — difficulty  attending  them— 
orphan  hospitals — infirmaries. 
Laws  against  idleness-unjust-inexpedient — impossibility 
of  providing  employment  at  all  times  for  those  willing 
to  work — evils  arising  from  the  attempt — proper  modes 
of  relief  during  stagnation  of  trade — relief  during  scar- 
city— if  injudicious,  very  hurtful — evils  of  charitable 
importations  of  corn — bounties  on  importation  of  corn 
recommended. 


CHAP.  VII. 

Of  Public  Institutions  for  the  Education  of 
Youth, II.  326 

Education  ill  conducted  by  general  laws — or  under  the 
superintendance  of  the  magistrate — but  may  be  encou- 
raged by  government — either  as  it  relates  to  the  poor 
— or  as  it  concerns  the  study  of  abstract  sciences. 

I.  Illiberal  prejudice  against  educating  the  people — ad- 
vantages of  this  education — extent  to  which  it  should 
be  carried — reasons  why  some  encouragement  may  be 
necessary — means  of  inspiring  a  desire  of  education — 
ease  with  which  a  teacher  will  be  found — intelligence 
of  Scotchmen  has  been  ascribed  to  parish  schools — its 
real  origin— parish-schools  useful — if  under  .proper  re* 
gulations. 

II.  Inducements  to  prosecute  abstract  researches — supe- 
riority of  private  teachers  over  those  who  receive  large 
salaries — routine  apt  to  be  followed  in  universities — 
appointment  of  unqualified  teachers — relaxation  of  their 
exertions — uses  of  universities  with  moderate  salaries 
— cautions  with  regard  to  their  privileges. 
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CHAP.  VIII. 

Of  Religious  Establishments^  -  -  -  II.  355 
It  is  proposed  to  enquire  whether  religious  establish- 
ments are  defensible — on  the  principles  of  equity — or 
as  conducive  to  purity  of  religion  and  the  diligent  per- 
formance of  the  clerical  functions — or  as  productive 
of  material  benefit  to  the  state. 

I.  Establishments  unnecessary  for  the  support  of  religious 
feelings— great  variety  in  religious  opinions — no  crite- 
rion of  truth — injustice  of  being  obliged  to  support  what 
is  thought  erroneous*— conformity  not  desirable — per- 
fect freedom  conducive  to  happiness— the  eternal  wel- 
fare of  the  people  not  the  object  of  government — en- 
trusted to  the  care  of  each  individual — funds  for  the 
maintenance  of  the  establishment  represented  as  no 
burden  on  the  people — fallacy  of  this  opinion. 

II.  Difficulties  in  selecting  proper  clergymen  for  an  es- 
tablishment—by private  patronage — by  government— 
by  popular  election — salaries  productive  of  indolence 

— apprehension  of  fanaticism — probably  unfounded— 
articles  of  faith  hostile  to  true  enquiry — unhappy  con- 
dition of  a  heterodox  clergyman — unshackled  enquiry 
the  means  of  advancing  religious  knowledge. 

III.  Religion  considered  as  an  instrument  for  promoting 
the  present  interests  of  mankind — the  inefficacy  of  es- 
tablishments in  this  view — religious  feelings  more  like- 
ly to  be  fervent  without  establishments — supposed  duty 
of  government  to  watch  over  the  moral  instructions  de- 
livered to  the  people — superfluous — practical  tenden- 
cy of  religion  never  adverse  to  morals — apprehended 
danger  from  the  influence  of  unbeneficed  clergymen — 
alliance  between  church  and  state — influence  of  bene- 
ficed clergymen  more  likely  to  be  dangerous — without 

VOL.  III.  £  B 
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establishments,  independent  clergy  would  not  be  facti- 
ous— their  influence  might  be  Salutary — real  character 
of  the  alliance  between  church  and  state. 


BOOK  III. 

r 

OF  THE  REVENUES  OP  GOVERNMENT, 

Introduction,       - III.  I 

Reason  for  investigating  this  branch  of  the  subject  more 
minutely  than  the  others — Dr  Smith's  general  princi- 
ples of  taxation — additional  maxim  proposed—its  jus- 
tice— and  expediency. 

Division  of  this  Book  into  three  Parts, 

PART  I. 

OF  DIRECT  TAXES. 

CHAP.  I. 
Of  General  Assessment,     -----    III.  13 

Its  recommendations — difficulties  in  apportioning  it— 
whether  by  oath  of  parties — their  public  declaration  o 
the  amount  of  their  wealth— or  investigation  by  public 
officers— English  system — injustice  of  an  assessment 
according  to  property  only — or  according  to  income 
only— injustice  of  the  English  property-tax. 


ANALYTICAL  CONTENT^  087 


CHAP.  IT. 


Of  Taxes  on  Land, -    III.  26 

Sect.  I.  General  Observations  on  Land-Tax,    -    -    -    -    ib. 
A  very  general  source  of  revenue— -doctrine  of  the  French 
economists— erroneous — land-tax  falls  on  one  class  of 
citizens — and  very  unequally  on  that  class— paid  for 
ever  by  the  present  proprietors — .extremely  oppressive 
on  such  as  are  in  debt — this  hardship  incapable  of  al- 
leviation. 
Sect.  II.  Of  Land-Tax  levied  according  to  a  Jixed  Valua- 
tion,  III.  44 

Recommendations  of  the  tax — objections — its  injustice— 
and  inequality— remedied  by  time — after  it  has  been 
levied  for  years  ought  not  to  be  equalized— or  diminish- 
ed— or  abrogated — or  increased — alterations  arising 
from  the  state  of  the  country — from  fluctuations  in  the 
value  of  the  currency. 
Sect.  III.  Of  Land-Tax  levied  according  to  real  Rentst  III.  53 
This  species  of  land-tax  liable  to  peculiar  objections- 
difficulty  of  ascertaining  the  real  rent — of  lands  let  to 
tenants — of  those  in  occupation  of  the  proprietor — ex- 
pense of  surveys— discouragement  of  improvement — 
Dr  Smith's  proposal  for  remedying  this — ineffectual. 
Sect.  IV.  Of  Land-Tax  levied  according  to  the  gross  Produce 

of  the  Soil, III.  65 

Tithe — extreme  injustice  at  its  first  institution — gradual- 
ly mitigated — great  discouragement  to  improvement— 
and  even  to  a  good  system  of  ordinary  culture— argu- 
ment in  favour  of  the  tithe— answer  to  it— .commuta- 
tion of  the  tithe. 
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CHAP.  III. 


Of  Taxes  on  Interest  of  Money r,  -  -  -  III.  77 
Nature  of  interest  of  money — its  dependence  on  the  rate 
of  mercantile  profit — a  tax  on  interest  falls  on  capital- 
ists only — its  injustice — unless  imposed  at  the  same 
time  with  a  land-tax— the  injustice  of  which  it  tends 
to  mitigate — it  diminishes  the  national  capital — would 
be  evaded— unless  in  loans  on  mortgage— would  there- 
fore be  a  new  oppression  on  the  poorer  landholders. 


CHAP.  IV. 

Of  Direct  Taxes  on  the  Transference  of  Proper* 
ty,   -----.----    -    HI.  94 

Division  of  this  Chapter. 
Sect.  I.  Of  Taxes  on  Succession,      -    -    -    -    -    -    III.  95 

Arguments  in  their  favour — in  some  respects  fallacious- 
cruelty  in  particular  cases — difficulty  of  levying  the  tax 
in  other  cases — tendency  to  diminish  capital— both  in 
succession  to  moveables— and  to  land. 
Sect.  II.  Of direct  Taxes  on  Sales,       -    -    -    -    III.  107 

Cases  in  which  taxes  on  sales  of  commodities  fall  on  the 
seller— tax  on  sales  of  goods  by  auction — its  hardship 
—tax  on  sales  of  land  always  falls  on  the  seller — and 
that  of  sales  on  houses,  usually — easily  evaded— tends 
to  diminish  capital— oppressive— and  injurious  to  agri- 
culture. 


ANALYTICAL  CONTENTS-  389 


CHAP.  V. 

Of  Taxes  on  Inhabited  Houses,      -    -    III.  1 16 
Sect.  I.  Genera}  Observations  on  House»Taxes,  -    -    -    ib. 
Immediate  effect  of  a  heavy  house-tax  to  impoverish  the 
proprietors— even  at  first  would  little  affect  ground- 
rent — and  would  soon  cease  to  affect  building-rent — if 
imposed  gradually  would  always  fall  on  the  occupiers 
of  houses — house-rent  a  tolerably  fair  criterion  of  ex- 
penditure— with  one  exception — which  requires  a  modi- 
fication of  the  tax — expenditure  the  best  criterion  that 
can  be  obtained  of  wealth — mode  in  which  the  tax  may 
be  levied — its  recommendations. 
SeCT.  II.  Of  a  House-Duty  according  to  Rent,     -    III.  128 
This  the  most  equitable  mode  of  levying  a  house-duty— 
rents  of  houses  that  are  let  may  easily  be  ascertained 
— greater  difficulty  with  regard  to  those  inhabited  by 
their  proprietors — and  particularly  in  the  country — rate 
in  Britain — proposed  alteration — inequality  corrected 
by  the  window-tax. 
Sect.  III.  Of  a  House-Duty  according  to  the  Number  of  Win- 
dows,       .    ..    -    -    HI.  137 

Unjust  of  itself — but  operates  as  a  corrective  of  a  tax  on 
rents — easily  levied — rate  in  Britain — proposed  altera- 
tion. 
Sect.  IV.   Of  a  House-Duty  according  to  the  Number  of 

Hearths,      -    - HI.  145 

Unjust  and — oppressive* 


CHAP.  VI. 

Of  Assessments  and  Licence'Duties  on  particular 
Descriptions  of  Expenditure,      -    -    III.  14S 

These  duties  different  from  taxes  on  consumable  commo- 
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ble  commodities— circumstances  that  may  render  par- 
ticular branches  of  expenditure  proper  subjects  of  li- 
cence-duty—examination of  taxes  of  this  nature  that 
are,  or  have  been,  levied  in  Britain— I.  Duty  on  male 
servants— II.  On  horses— III.  On  dogs— IV.  On  car- 
riages—V.  On  armorial  bearings— VI.  On  watches  and 
clocks— VII.  On  hair-powder— VIII.  On  plate— IX. 
Game  licences. 


CHAP.  VII. 

Of  Taxes  on  Proceedings  at  Law,      -    III.  173 

Apparent  justice  of  these  taxes — their  real  injustice 

whether  levied  from  the  party  losing — or  from  the  party 
gaining  the  suit — adverse  to  equality  of  civil  rights- 
recommended  only  by  ease  of  collection — tend  to  di- 
minish capital. 

PART  II. 

OF  INDIRECT  TAXES. 
CHAP.  I. 

General  Observations  on  indirect  Taxes,  III.  181 

Taxes  affecting  equally  every  species  of  profit  would  be 
direct  taxes  on  capitalists— -those  affecting  equally  every 
species  of  wages  would  be  direct  taxes  on  labourers— 
those  affecting  profits,  or  wages,  unequally  are  devol- 
ved on  the  consumers  of  the  commodities—temporary 
exceptions  to  this  rule — mildness  of  indirect  taxes— 
which  occasions,  for  a  short  time  only,  some  reduction 
of  capital — circumstances  according  to  which  indirect . 
taxes,  when  first  imposed,  may  fall  on  the  dealers,  or 
affect  the  capital  of  the  consumers. 

General  division  of  indirect  taxes. 
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CHAP.  II. 

Of  Taxes  on  consumable  Commodities,  -  III.  192 

Sect.  I.  Of  Taxes  on  the  Necessaries  of  Life,      -    -    -     ib. 
Supposed  by  Dr  Smith  to  enhance  the  rate  of  wages,  and 
thereby  to  be  devolved  on  the  consumers  of  luxuries — 
opposite  inferences  from  this  opinion — the  opinion  er- 
roneous— taxes  on  necessaries  neither  increase  the  de- 
mand for  labour — nor  depopulate  a  country  otherwise 
prosperous — nor  prevent  marriage — admission  by  Dr 
Smith  that  taxes  on  the  luxuries  of  the  poor  do  not 
raise  wages— this  decisive  of  the  question — origin  of 
Dr  Smith's  mistake — distinction  between  a  rise  in  the 
price  of  necessaries  and  a  depreciation  of  currency — 
great  injustice  of  taxes  on  the  necessaries  of  life — 
Sect.  II.  Of  Taxes  on  Luxuries,    ------    III.  210 

Paid  according  to  expenditure — and  may  be  progressive 
according  to  expenditure — temptation  to  over-burden 
the  middling  ranks — English  taxes — effect  in  misapply- 
ing commercial  capital — and  raising  the  price  of  com- 
modities— effect  of  the  confiscation  of  smuggled  goods 
on  capital — natural  limits  of  taxes  on  luxuries — evils 
of  high  taxes  on  commodities— expense — vexation— 
bribery — smuggling — effects  on  morals — and  on  govern* 
ment. 
Sect.  III.  Of  the  several  Modes  of  levying  Taxes  on  consuma- 
ble Commodities, -....-    HI.  229 

I.  Customs — great  expense — smuggling  of  the  worst  kind 
— effects  on  capital — public  warehouses — their  advan- 
tages—mildness in  the  levying  of  customs. 

II.  Excise— less  expensive— and  more  efficient— may  oc- 
casion oppression — political  intimidation. 

III.  Stamps  on  goods — their  recommendations— liable  to 
evasion — peculiar  aptitude  of  hats  for  this  tax — yet 
found  inefficient—- other  taxes  also  repealed— few  re- 
maining. 
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CHAP.  Ill, 


Of  Taxes  on  Commercial  Transactions  -  III.  243 
Sale  the  chief  of  these  transactions — cases  in  which  a  tax 
on  sales  is  devolved  on  the  consumer — affects  the  poor 
more  than  the  rich— destructive  of  manufactures— 
whether  for  internal  use — or  exportation — Alcavalla 
of  Spain — frauds. 
Stamps  on  bills  and  receipts — efficiency  of  the  former- 
inefficiency  of  the  latter — same  in  principle  with  the 
Alcavalla — their  moderation  in  England. 


CHAP.  IV. 

Of  Taxes  on  the  Profits  of  particular  Trades  and 
Professions,      -------     HI.  $5$ 

These  are  all  devolved  on  the  consumer. 
Sect.  I.  Of  General  Licences  to  exercise  certain  Trades  and 
Professions,    ------------I.  259 

Origin  of  registers — rendered  a  source  of  revenue— in- 
justice of  general  licences — oppressive  to  small  dealers 
— very  much  so  to  manufacturers — and  in  less  degree 
to  retailers — ease  of  collection — other  recommenda- 
tions* 
Tax  on  entry  to  a  profession — consumes  capital — discou- 
rages talents — cases  in  which  it  is  extremely  oppres- 
sive. 
Sect.  II.  Of  Taxes  on  particular  Trades  proportioned  to  the 
Business  transacted  by  each  Dealer,    -    -     -    -    III.  269 

I.  Tax  on  clerks— devolved  on  the  consumer— its  recom- 
mendations—danger  of  evasion. 

II.  Licence-duties  according-  to  the  size  and  number  of 
utensils  employed— tax  on  Scotch  distillers— its  excel- 
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lence — its  principles  probably  applicable  to  other  ma» 
nufactures — Taxes  on  farm-horses  and  stock — fall  not 
on  the  consumer — but  on  the  landholder — may  discou- 
rage agriculture. 
III.  Shop-tax — at  first  oppressive  to  retailers after- 
wards devolved  on  consumers — controversy  with  regard 
to  this  tax — mistakes  on  both  sides — it  falls  heavier  on 
the  poor  than  the  rich — liable  to  evasion — attempt  to 
prevent  this  in  1785 — occasioned  injustice — and  would 
have  proved  ineffectual. 


CHAP.  V. 
Of  Taxes  levied  by  Means  of  Monopolies*  III.  284 

I.  Monopolies  in  branches  of  business  carried  on  by  go- 
vernment— chiefly  exist  in  small  states — and  there 
very  disadvantageous — would  be  a  source  of  expense 
in  a  large  state — post-office — best  conducted  by  go- 
vernment  but  requires  a  monopoly rendered  a 

source  of  revenue — becomes  partly  a  tax  on  commer- 
cial transactions — partly  on  those  who  are  at  a  distance 
from  their  friends — objections  to  it  in  the  latter  point 
of  view, 

II.  Monopolies  sold  by  the  state  to  individuals — their 
evils — established  only  in  rude  times — but  difficult  to 
abolish — the  lottery,  the  only  one  remaining  in  Bri- 
tain— its  recommendations — but  encourages  gambling, 
and  productive  of  many  evils. 
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PART  III. 


OF  NATIONAL  DEBT. 


Introduction,        III.  296 

Expenses  of  the  state— permanent — or  temporary — or- 
dinary  expenditure,  if  defrayed  by  loans,  would  occa- 
sion bankruptcy — extraordinary  expenditure  with  dif- 
ficulty defrayed  by  contributions — easily  by  loans. 


CHAP.  I. 

Of  the  Funding  System  considered  in  reference  to 
the  Progress  of  National  Wealth,    -     III.  299 

Every  public  loan  absorbs  national  capital — without  crea- 
ting any  new  motive  to  parsimony — a  contribution,  if  for 
ordinary  expenditure,  is  paid  from  revenue — and  there- 
fore causes  no  impoverishment — but  if  for  extraordinary 
expenditure,  it  would  be  drawn  from  capital — by  means 
of  private  loans. 

Substitution  of  a  public,  for  a  number  of  private,  loans — 
more  convenient — and  creates  no  additional  burden  on 
posterity — but  war-taxes  would  at  last  generate  pri- 
vate economy — which  does  not  result  from  loans  how- 
ever long  continued. 

Loans,  on  the  other  hand,  have  several  recommendations 
— they  select  capital  thrown  out  of  employment — or 
which  can  be  withdrawn  with  least  inconvenience — 
their  effects  on  loans  to  merchants — and  on  the  ac- 
commodation derived  from  bankers — nature  of  this 
accommodation — evils  of  the  law  of  usury — the  con- 
sumption of  capital  lessened  by  foreigners  purchasing 
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stock — this  an  advantage,  not  an  inconvenience,  of 
loans — general  estimate  of  the  economical  advantages 
and  disadvantages  of  the  funding  system. 
More  positive  benefits  have  been  ascribed  to  loans — in 
causing  circulation — mere  circulation  useless — but  pub- 
lic funds  keep  the  -whole  capital  constantly  employed 
— this  refers  to  a  very  small  portion  of  the  national 
debt — and  would  bo  effected  by  bankers — opinion  that 
national  debt  is  national  capital — its  absurdity. 


CHAP.  ir. 

Of  the  Funding  System,  in  reference  to  tlie  exter- 
nal Policy,  and  internal  Government,  of  the 
State, III.  331 

Funding  System  renders  the  national  resources  very 
speedily  available  both  for  defence  and  attack ad- 
vantages of  this — difficulty  of  raising  sufficient  war- 
taxes — and  unpopularity — facilities  afforded  by  loans 
—-danger  of  this  facility  increasing  the  frequency  of 
war — classes  of  the  citizens  who  have  interest  in  pro- 
moting war. 

Dangerous  influence  arising  from  a  great  national  debt — 
over  capitalists  during  war — continued  influence  by 
bribery — intimidation — multiplication  of  offices — effects 
of  retaining  the  forms  of  free  government,  without  the 
reality. 

CHAP.  III. 

Of  the  Funding  System,  in  Connection  with  the 

Establishment  of  a  Sinking  Funtl,   -     III.  348 

Circumstances  which  impress  the  necessity  of  making 

some  provision  during  peace  for  the  reduction  of  na- 
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•  tional  debt — difficulty  of  finding  efficient  taxes — dis- 
inclination of  the  people  to  submit  to  them — sinking 
fund  1716 — its  inefficiency — Mr  Pitt's  sinking  fund — 
also  inadequate — but  might  be  extended — would  pre- 
clude all  danger  of  bankruptcy — and  set  some  limits 
to  the  influence  of  the  crown. 

Sinking  fund  repairs  during  peace  the  waste  of  wars — by 
private  parsimony — preference  of  it  to  any  sudden  dis- 
charge of  national  debt. — It  also  renders  the  price  of 
stock  less  fluctuating — and  prevents  great  depression 
—improves  the  terms  of  loans. 

It  acts  as  some  restraint  on  the  warlike  propensities  of 
the  people— and  is  not  opposed  by  any  partial  inte- 
rests. 
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